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The Thirties 


‘T’ was more than a year of disaster that died on Sunday 
] night; it was a whole decade of frustration. On 
Christmas Day, 1929, it was possible for the Western 
world to believe that it was on the road to Peace on 
Earth among men of Goodwill. On Christmas Day, 
1939, Finnish civilians were being machine-gunned from 
the air. It is more than an accident of the calendar that 
leads us now to review the thirties, for a complete and self- 
contained chapter of history can rarely have fitted so 
closely into an exact decade. There is, it is true, a slight 
overlap at either end; for the hopeful reconstruction of 
the twenties met its Waterloo in the autumn of 1929, and 
the culminating climax of the sad story of accumulating 
disaster came on September 3, 1939. But if we take the 
decade from September to September, rather than from 
January to January, the ten years enclose a tragedy of 
classical form and completeness. 

Ten years ago the world seemed to stand at the 
threshold of a new era. The enmities of the war were 
being forgotten and its wounds seemed to have been healed. 
The Treaty of Locarno had been signed; Germany was a 
member of the League of Nations; preparations were in 
hand for the Disarmament Conference, and it was still 
legitimate to hope that it would achieve something. In the 
economic sphere also there was little but progress to 
report. The first International Economic Conference had 
met two years before and the principles of a rational world 
economy that it laid down had not yet been openly flouted. 
Almost everywhere in the world there was a rapid advance 
in all forms of industrial production, and if Great Britain 
seemed to lag behind in this march to prosperity, then the 


temporary sacrifices she was making for the sake of the 
international gold standard were well worth while since 
they would restore the unity and cohesion of the financial 
world. The magic power of credit was being used through- 
out the world to level up standards of living. And as 
grand preceptor and exemplar stood the United States, 
proclaiming (and believing in) the slogan of “ Two cars in 
every garage and a chicken in every pot.” 

This is not a caricature of the world of 1929, though it 
seems almost unbelievable to us only ten years later. The 
dream of prosperity for all was the first to go. For nearly 
two years prices and production fell with a speed that the 
world had never known, and America, which had touched 
the highest peaks of wealth paid for it by experiencing 
the bitterest destitution. Since then the economic in- 
dices, in most countries, have been struggling up- 
wards, nowhere very confidently overtaking 1929, except 
where armament programmes have lent their aid. 
The gold standard collapsed completely and the inter- 
national currency system, taking leave of its reason, entered 
the padded cell of exchange controls and clearings. Trade 
almost ceased to be international and took refuge in exclu- 
sive imperial groupings. And on the political side, it is 
eloquent enough to recall that the hammer blows of 
aggression have fallen on the international comity with an 
accelerating rhythm until the decade has closed with 
Europe once more at war. 

Like any classical tragedy, the story of the thirties falls 
into three clearly distinguished acts. The first was the 
economic crisis which descended suddenly on the world 
in September and October, 1929. Its end can be put at 








any time between the Lausanne Conference in July, 1932, 
when the ghost of Reparations was finally laid, and the 
inception of the New Deal in March, 1933. The second 
act, true to form, was that in which the Fates seemed to 
be relenting. From the autumn of 1932 to the autumn of 
1935 it was possible to hope, though without the confident 
optimism of the twenties. ‘hese were the years of recovery; 
the rapid progress of economic reconstruction, especi- 
ally in Great Britain, made it possible to ignore the 
ominous threats to the established international order. In 
those days the Japanese were the world’s only aggressors 
and they had apparently stopped short at the borders of 
Manchuria. Hitler’s internal bestialities were revolting the 
conscience of the world, but he had not yet openly defied 
international law. The third act began on October 4, 1935, 
when Mussolini’s troops crossed the Abyssinian border, 
and it has led by way of Austria, Czechoslovakia, Albania, 
Poland and Finland to the present disaster. 

The thirties have ended in disaster; we can only now, 
among the ruins of our hopes, attempt to draw the lesson. 
On the side of international politics, it could hardly be 
clearer. It is that paper systems of international order, 
whose only sanction against the ambitions of unruly 
sovereign States lies in the soft speeches of skilled advo- 
cates, are of less than no use in preserving peace. Until 
the world is ready to modify State sovereignty, peace 
will be maintained or war will be made by armed force. 
Since power politics, in these circumstances, is inevit- 
able, there is only one question that the realist will ask 
himself: shall the greater power be wielded by those who 
defend internationa: “aw or by those who break it? But 
that, nevertheless, is the question to which we in the West 
were never ready, in the thirties, to give an answer. We 
left power in the hands of the law-breakers, we watched 
them abuse it, and we would not put power behind the 
law until the only way of doing so was to fight a war on 
the maximum scale. If our welfare is involved in the 
maintenance of peace, we must expect to be committed to 
its enforcement. Never again must we say that our vital 
interests are not involved when the Japanese overrun Man- 
churia. We know now (what, after all, a sizeable fraction 
of opinion maintained all along) that there is a steady 
Sibylline progress from Manchuria to Poland. We 
know now that if this process once starts we shall be com- 
pelled at some point to stop it. We ought to have the sense, 
next time, to stop it at the start when the risk is small. 
Perhaps it would be easier te believe that the lesson had 
been learned if the same politicians who were so repeatedly, 
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so ruinously wrong were not now leading our war-effort 
and preparing to make the next peace. 

‘The domestic and economic lesson to be drawn from the 
thirties is of the same order. It has been convincingly 
shown that unemployment is the Achilles’ heel of demo- 
cracy. In Germany, a republic that allowed unemployment 
to rise to over six millions was set upon by thieves; and 
since then a majority of the German people have 
apparently counted freedom and honour, toleration and 
human dignity well lost if only jobs are plentiful. Even 
in England, some of the ways in which democracy was 
perverted under the pressure of the “ economic blizzard ” 
are not very pleasant to recall. If democracy is to survive 
it must show that it can prevent the recurrence of another 
depression so violent and universal that it seems to 
endanger the whole basis of industrial society. Unfor- 
tunately we cannot say with any confidence that we know 
what is to be done for this particular variety of economic 
salvation. What we have learnt, perhaps, are some of the 
things that should not be done. We have learnt that it can 
be disastrous to cling to the symbol of a gold standard 
when its substance is gone. We have learnt that no finance 
is “ sound ” unless it is successful. We should have learnt 
that it is foolish to insist on balancing the Budget in the 
trough of a depression when there is a demand for useful 
public works, and then to unbalance it at the peak of a 
boom to pay for unproductive armaments. We have had a 
chance to learn that it is of little use to proclaim any set 
of abstract principles—whether they be “ free private 
enterprise” or Labour Socialism—and expect them to 
solve practical problems by magic. In economics, as in 
international relations, the thirties have shown the danger 
of Micawberism. 

Sometime in the forties, if we are lucky, we shall have 
a chance to apply these lessons. We must contrive, while 
waiting for the opportunity, to lay in a store of the qualities 
that were most conspicuously lacking in the thirties. 
One of these is realism—the power to see unpleasant facts 
even if they contradict theories or disappoint hopes. 
Another is the combination of caution and courage that 
distinguishes the careful from the timid man—the prudent 
courage that takes small risks in time to ward off the 
supreme sacrifice. We must not always be too late to see 
truth and too late to take painful though necessary steps. 
These are the qualities we lacked in the thirties and the 
qualities we must find if we are to make a better start in 
the forties. M. Paul Reynaud coined a phrase last week 
to express them. Let it serve as a slogan of hopefulness 
for the new decade: Lucidity and Daring! 


More Taxation ? 


HE Exchequer return issued on December 31st is, by 
long usage, the opening of the Budget season. The 
figures it contains enable the first glimpse to be had of 
the shape of the problem that will face the Chancellor of 
the Exchequer in the coming April. In a normal year, 
interest is directed to the revenue side of the account. 
Under the British system a disproportionate amount of the 
total revenue of the financial year is collected in the final 
quarter, and the three months from January Ist to March 
31st resemble a gigantic handicap race, in which revenue 
struggles to catch up expenditure. This year, however, 
revenue necessarily takes second place. With a revision of 
the rates of tax in the middle of the year and all the dis- 
turbances of a transition from peace to war, it is more 
than usually difiicult to guess from the nine months’ figures 
how closely the final result will approximate to the esti- 
mate. All that can be said is that there has been an 
increase of roughly one-fifth in the receipt of income tax 
in the past three months. Customs and Excise also show a 
healthy increase, and both the net receipt from the Post 
Office and that mysterious item Miscellaneous Receipts 
(into which any profits from Government control of in- 
dustry will presumably go) are also producing more than 
was expected. 
But in any case there is no handicap race this year. 
Expenditure is well ahead and increasing its lead. The 


chief interest in the present figures lies in the growth of 
expenditure and in the ever-present question of what the 
war is costing and is going to cost. The increase of expen- 
diture can best be shown by taking the expenditure on 
Supply Services only, since the service of the National 
Debt varies enormously from month to month according 
to the incidence of dividend dates. The following figures 
according, show Supply Service expenditure (including 
issues under the Defence Loans Acts) since the beginning 
of the mobilisation period; to the total of such expenditure 
an amount of about £250 millions has to be added for the 
Consolidated Fund Services: — 

Supply Service Daily 

Expenditure Average 

in Period Expenditure 
(£ millions) (£ millions) 


Aug. 19 to Sept. 30 (42 days 163-0 3°88 
Oct. 1 to Oct. 28 (28 days) .. 110-6 3°95 
Oct. 29 to Nov. 25 (28 days) 142-7 5-10 
Nov. 26 to Dec. 31 (36 days) 208-9 5-80 


There has thus been a considerable acceleration in expen- 
diture in the past two months. Moreover, the December 
figure would probably be still higher if it were not for the 
Christmas holidays. In the three weeks ended December 
16th Supply Service expenditure averaged £6.32 millions 
a day. A daily expenditure at this rate would amount to 
just over £2,300 millions in a full year, or a Budget total 
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including the Consolidated Fund services) of £2,550 
millions. 

This, however, is only the present rate of expenditure, 
and it is as plain as a pikestaff that it is going to increase 
quite considerably above the present level. If the daily rate 
of expenditure is well over £6 millions at the beginning 
of the fourth month of war, when the Ministry of Supply 
is barely out of the organisation stage, when only two 
annual groups of men have been called to the Colours, 
when the war in the air has hardly begun and the war on 
land not at all, when the rise in prices is only incipient, 
what is going to be the average daily figure in a financial 
year which does not begin for another three months? Per- 
haps if we named a figure of £8 millions a day we should 
be safely erring on the conservative side. But a Supply 
Service expenditure of £8 millions a day involves a total 
expenditure of £3,170 millions a year; £9 millions a day 
is £3,535 millions a year; and £10 millions a day is £3,900 
millions a year. Perhaps the highest of these figures will 
not be reached in 1940-41 (unless there is a very rapid 
rise in prices). But the lowest of the three is almost certain 
to be surpassed. 

Against expenditure of this order of magnitude, what 
revenue is in sight? The estimate for the current year is 
£995 millions. The increases in taxation imposed in the 
Emergency Budget of last September will apply for a full 
year in 1940-41 and increase the yield by the estimated 
amount of £434 millions. On the other hand, the causes 
which led the Chancellor in September to revise down- 
wards some of his estimates of yield (notably from motor 
taxation) will also have a full year’s run. The further pros- 
pective increase in the standard rate of income tax and 
the reduction in allowances will produce £76 millions 
more. The known figures add up to a total of £1,115 
millions. In addition to this, however, there is the unknown 
yield of E.P.T.; the possible increase in all yields owing 
to the inevitable expansion in the nation’s activity (though 
most of the effect of this will fall into 1941-42); and the 
wholly problematical profits of Government trading. Any 
figure is necessarily guesswork; but the Chancellor will be 
lucky if he receives a total revenue, from all the items 
that have been mentioned, of as much as £1,250 millions. 

If expenditure is likely to be at least £3,200 millions, 
and probably more, is a tax revenue of £1,250 millions 
sufficient? Perhaps the question can best be answered by 
asking two more: is it safe to contemplate borrowing 
£2,000 millions or more in a year? Could it be done with- 
out a very considerable degree of inflation? It is, of course, 
perfectly obvious that the war cannot be wholly, or even 
mainly, paid for out of taxation. It is almost equally 
obvious that, the sincere and admirable protestations of 
the Chancellor of the Exchequer to the contrary notwith- 
standing, some measure of inflation cannot be avoided. 
But it is surely the lesson to be drawn from the financial 
and social history of the last war and its aftermath that the 
inevitable degree of inflation should be kept as small as is 
humanly possible. At the end of the last war we were 
financing more than one-third of the total expenditure of 
the State out of revenue. Shall we be right to be content 
with about one-third in the first full year of this war, when 
the expenditure will certainly not be at its height? 
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It is hardly possible to consider these questions without 
coming to the conclusion that the community owes itself 
the duty of still further increasing its burden of taxes. ‘The 
revenue must be fortified by several hundred millions more 
before we can be sure that taxation is playing its proper 
part in the finance of the war. The prospect is a most un- 
pleasant one. But perhaps it is made a little more tolerable 
by the reflection that the decision to increase the level of 
taxation would not impose on the nation a real burden of 
sacrifice that it would otherwise escape. If the expenditure 
of the State is going to rise towards £4,000 millions a year 
out of a total National Income which can hardly be put, 
even prospectively, at more than £7,000 millions a year 
(unless there is a large general rise in prices, which would 
similarly inflate the figure of expenditure), then it follows 
that the State will be using four-sevenths of all the goods 
and labour available, leaving only three-sevenths for the 
use of private persons and institutions. This compression 
of the standard of living of the public is going to happen in 
any case; the decision to increase taxes would not impose 
the sacrifice, it would merely distribute it in a particular 
way. The argument, valid though it is, cannot be pushed 
to the length of suggesting that the whole cost of the war 
should be raised in taxes. It can, and should, be pushed 
to the length of increasing taxes to the highest level that 
a Chancellor of the Exchequer can be found to propose 
and the House of Commons can be persuaded to accept. 


The ways in which the present tax revenue might be 
increased will be canvassed in a later article in The 
Economist. But there is one further preliminary point of a 
general character that can usefully be disposed of at once. 
‘There are many who would, in general, agree with the case 
for increased taxation as it has been set out in the present 
article, but would hold that the time is not yet. Are we 
not still wrestling with an unemployed register of nearly 
a million and a half? Would not the imposition of still 
greater tax burdens intensify the process of deflating the 
private market before the expansion of the Government’s 
demand is rapid enough to fill the gap? Would not the 
Budget of 1941 be time enough? It is perfectly true that, 
so long as unemployment persists, there is a strong case 
for not going too fast with the imposition of taxes. Sir John 
Simon recognised that case (though he has been ignorantly 
criticised for denying it) in September, when he proposed 
to raise about eight-ninths of the increased expenditure in 
1939-40 by loan and only the remaining ninth by taxes. 
Will there still be any substantial amount of unemploy- 
ment by the end, or even by the middle, of 1940-41? We 
know that the best part of two million young men will be 
called to the Colours in the course of 1940. If the rate of 
expenditure increases by only £1 million a day above the 
present level, that will me a demand for the labour of 
about 14 million persons. It is almost certain that we shall 
have reached a condition of labour shortage before the 
financial year 1940-41 is many weeks old, and there is a 
considerable time-lag, in any case, between Budget pro- 
posals and the payment of taxes. It would be both self- 
deception and self-indulgence to frame this year’s Budget 
on any other assumption than that the nation can have no 
further reprieve before it assumes the full burden of paying 
for the war. 
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Year’s Receipts Nine Months’ Receipts 

Estimated = -. Inc. ( 

Esti- ; To lo ; 
oseeet| mated | N°. (+) nec. 31,'Dec. 31,' OF 
1939-40* Dec. ( 1938 1939 — 
Income Tax .. | 335°9 | 390-0 }+ 54:1 99-7 | 108°1 |+ 8:4 
Surtax ....--.--...., | 62-5 | 20-014 7-5| 12-6| 14:9 |+ 2-3 
Estate, etc., Duties . 77:4 75-5 |— 1:9 56°8 | 57:1 \+ 0-3 
Stamps 21:0} 170|—- 40] 15:3] 12:7/- 2-6 

National Defence Con- | | 
tribution ...... ; | 22-9] 25-0 /+ 3:1] 13:3] 19°4/+ 6:1 
oe eee | 226°3 | 239-6 |+ 13-3 | 169-6 | 198-0 |+ 28-4 
Bxcise .........s0:eces0ee+ | 114-2 | 132-8 |+ 18-6] 88-2] 101-2 |+ 13-0 
Motor Duties .... .| 356] 22-0/— 13-6] 11-5] 9-8]- 1-7 
Other Duties ............ 16] 1:3/- 0-3] 0-8] 0:5 |— 0-3 
Total Tax Revenue...... | 896-4 | 973-2 |+ 76:8 | 467-8 | 521-7 |+ 53-9 
Non-Tax Revenue...... | 30-9 | 22-0 8-9 | 22-6] 22-8 |+ 0-2 
Total Revenue ...... | 927°3 | 995-2 |+ 67-9 | 490-4 | 544-5 |+ 54-1 
* War Rudget of September 27, 1939. 


EXPENDITURE ({ millions 
Year’s Issue Nine Months’ Issue 
: Estimated : 7 
mond Esti- ee To To | Inc. (+) 
2 a mated ine. ( Dec. 31, Dec. 31, or 
1939-40) | 1938 | 1939 | Dec.(—) 


Interestand Management | | 
of the National Debt 216°8 | 230-0 





13-2 | 184-6 | 191-7 7:1 
Payments to N., Ireland | 

Exchequer ..... 9:51 100/+ O5| 5-7] 5-6 0:1 

Other Consolidated Fund 1 | 
IND acne vesevevreen 48) 7:2\+  2-4| 19} 40 /+ 2:1 
Supply Services ......... | 695-7 il, ,183-7|+ 488-0 | 547-7 | 657°5 |+ 109-8 
(inc, loans*)............ | 823-8 |1,686-1|+ 862-3 564-7 | 983-6 |+ 418-9 

Total Ordinary E xpendi- ol 
ie ritictannisedninien | 926 . 1,430 oi 504-1 | 739-9 | 858-8 /4+ 118-9 
(ae, TORRE) 0 c0c0cc0c: 11,054 91, 1,933 - 878-4 | 756-9 |1,184-9)}+ 428-0 
*| - 13-2] . 2 


Sinking Funds ......... 13- 2 


* lactuding issues under the Defence Loans Acts, 1937 ond 1939. 
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The Soviet Economy 


Wine the Soviet invasion of Finland it becomes 
more than ever important to find out how far the 
Soviet economy can bear the strains of war. The fact that 
common estimates are so widely at variance, ranging from 
the view that a war would mean immediate collapse to the 
view that it would mean nothing more than a local de- 
rangement of supply, indicates that no very exact judg- 
ment may be expected from the available statistics. 
Probably no nicely defined conclusion will ever be pos- 
sible: the Soviet Union is so vast, so ramshackle, so un- 
equally developed that what is true of one aspect of its 
economy is likely to be false of another. Looked at with 
a critical eye, the conclusion is bound to be comparatively 
unfavourable; no one could expect a high rate of stable 
development in an economy on the scale of the Soviet 
Union’s which had been governed by a company of 
doctrinaires whose undiluted policy, applied from 1918 to 
1921, had gone far to ruin the whole capital equipment 
of Tsarist Russia. Even so, an unprejudiced observer could 
not fail to be impressed with the solid gains which have 
been recorded, with the technical and educational advance, 
and with the slow realisation of long-prepared design. 
When every adverse factor has been recorded, it is neverthe- 
less true that this amazing experiment in planned economy 
is regulating the lives of nearly 180 million people, and that 
the very fact of its doing so, setting the measure aside, is 
evidence of considerable success. The peoples of the 
U.S.S.R. may suffer privations unique in modern history: 
the fact remains that they are suffering less with every 
year that passes, and that their standard of living is on the 
upward move—slowly enough, perhaps, but still in the 
right direction. 

The Birmingham Research Bureau directed by Professor 
Konovalov has published this year the twelfth in its series 
of memoranda on Russian economic conditions.* Taken 
as a whole, this series provides what is probably the best 
continuous commentary that is now available on the Soviet 
economic system. The memoranda are terse, dispassionate 
and well prepared; they are based on official publications; 
and they show a welcome lack of that mixture of verbosity 
and moral fervour, whether on one side or the other, that 
usually characterises commentaries on Russian economics. 

The three Five-Year Plans embarked on by the Soviet 
Government provide a natural theme. From the megalo- 
maniac ambitions of the late twenties to the relatively 
sober estimates of to-day is a longer step than the years 
suggest; but the following table (from Memorandum 
No. 12) gives some idea of the developing process. The 
figures are the planned percentages of increase in produc- 
tion required by the three Plans for the main branches of 
heavy industry : — 


First 5-Year Second Third 
Plan Plan Plan 
Based on Based on Based on 

1927 1932 1937 

Reh ig eens 85 111 77 
Ps sn kekhsssapnes 203 160 52 
ces eka 162 189 58 
Rolled steel ............ 150 203 99 
se rae pa cehesee 112 137 90 


The difference between the planned and the actual 
results of the first two Plans should provide some indica- 
tion of the present position and of the third Plan’s chances 
of fulfilment. Realisation has been unequal, of course, for 
different branches of activity, though in every case the 
results have fallen short, sometimes very gravely short, of 
what was hoped for. The only possible exception seems to 
have been in the case of urban development, though here 
the shortage of housing and consumers’ goods is a serious 
qualification. According to the Birmingham Bureau’s 
figures (which are taken from official sources), the total 
production of large-scale industry in milliard roubles at 
1926-27 values was 38,831 in 1932, at the end of the first 

* Twelve Memoranda by the Birmingham Bureau of Research 


on Russian Economic Conditions, Russian Department, University 
of Birmingham. 


Plan, or over four milliards short of what was planned, 
and 90,200 milliards in 1937, at the end of the second 
Plan, or some four milliard roubles in excess of what was 
planned. The number of workers in heavy industry had 
meanwhile risen from just over 3,000,000 in 1928 to 
7,700,000 in 1936. 

The following table abstracts a number of figures for 
1932 and 1937, the years in which the two Plans respec- 
tively ended: — 


1932 1937 
Tractors (numbers) ............... Planned 55,000 88,500 
Fulfilled 50,640 80,300 
Electric power (milliard kW.) ... Planned 22-0 38-0 
Fulfilled 13-5 36°4 
Oil (million tons) .................. Planned 21-7 46-8 
Fulfilled 22:3 30°5 
Coal (million tons) — ............00. Planned 75-0 152°5 
Fulfilled 64-7 127-9 
Pig iron (million tons) ............ Planned 10-0 16-0 
Fulfilled 6:2 14-5 
Steel (million tons).................. Planned 10-4 17-0 
Fulfilled 5-9 17°7 
Rolled steel (million tons)......... Planned 8-0 13-0 
Fulfilled 4:3 13-0 
Cotton textiles (million metres)... Planned 4,700 5,100 
Fulfilled 2,417 3,447 
Woollen textiles (million metres) Planned 270-0 220-0 
Fulfilled 88-7 108-3 


In other words, during the first two Plans “ expansion 
and restoration were particularly remarkable in the case of 
electrical industry, machine building and metal industry, 
heavy and light metallurgy, and chemical industries. It was 
considerably less in the case of light industry and of cotton 
textiles, linen, silk, and wool in particular.” 

In agriculture the picture is less encouraging. The rapid 
reversals of policy as the peasant prospered or despaired, 
the exorbitant demands made on individual and collective 
producers alike, the legacy of ill-will and ignorance from 
the war and the years of “integral communism,” have all 
conspired to defeat the ends of Soviet agricultural policy. 
The central failing here seems to have been one of over- 
hasty execution. More time is needed in which to mature 
schemes which have looked far into the future. 

Where the Soviet planners may be said to have suc- 
ceeded is in the general stimulation of interest and activity. 
On economic grounds there is little to show that the Soviet 
economy would have developed more slowly by the use of 
less Procrustean methods. The key question was always 
that of capital investment; and there have been several 
aspects of the Plans which have directly worked against 
the accumulation of capital. Exchange and foreign trade 
control would in any case have been necessary—once given 
the principle that foreign capital might not participate; 
compulsory investment and a broad schedule of priorities 
were also essential; but, beyond that, progress might have 
been more rapid if it had been less regulated, and it cer- 
tainly would have been if the planners had looked through 
eyes less fuddled with Marxian doctrine. 

The history of railway achievement is in many ways 
typical of other branches of development. The Trans- 
Caspian and Trans-Siberian railways had already shown 
how much might depend on the advance of communica- 
tions; and all three Plans made ample paper provision for 
railways. In 1930 actual development was well behind the 
estimates. “ According to the Plan for 1931,” records 
Memorandum No. 5, “the transport capacity of the rail- 
ways should have increased by 35.2 per cent. The increase 
actually effected was of 4.1 per cent.” The state of the 
railways began to slip back into that of pre-Plan days. 
At the end of 1933 huge quantities of goods were held 
up all over the U.S.S.R. awaiting transport. But in 1934 
the Soviet Government awoke to this dangerous lag in a 
development which they seem previously to have taken 
for granted. The year 1935 brought improvements, in the 
shape of new rails, engines and rolling-stock. Technical 
development still lagged far behind. “ The mileage 
operated was only 44.1 per cent. greater in 1937 than in 
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1913, whereas goods traffic rose more than five times and 
passenger traffic 34 times.” This meant inordinately heavy 
wear on a system which received scant repairs and replace- 
ments. “It was only at the end of the second Five-Year 
Plan ”’—that is, after 1935—*“ that the rate of increase in 
transport material began to surpass the demands of freight 
and passenger traffic.” Here the apt comment seem: <0 be 
that the Soviet regime, whenever it turns its attention to 
any particular aspect of its general planning, is capable of 
attaining surprisingly rapid and far-reaching results. 
Under the bureaucratic apparatus, however, any aspect of 
the economy which goes out of focus is likely to yield un- 
usually poor results. Close and detailed supervision is 
necessary at every point. The lack of this supervision 
explains many of the irregularities in development shown 
by the economy as a whole. 

The Memoranda show very well the difficulties under 
which the Soviet Government has had to work, and the 
way in which it has used, always with determination and 
often with success, weapons which had hitherto lain un- 
tried in the economic armoury. The Soviets were doing in 
the twenties, in fact, what the Germans learnt to do in 
the thirties, selling abroad at prices far below what could 
have been obtained on an artificial home market, striving 
at all costs to increase capital investment, compensating 
for this by crippling purchasing-power with forced loans 
and controlled prices. 

Both were waging economic warfare. The Soviet 
Government was faced with the gigantic task of conquering 
the inertia of the U.S.S.R. while the Germans, with similar 
methods, were trying to beat every available ploughshare 
into a sword. The Germans made fewer mistakes, of 
course, because their judgment was seldom clouded by 
absolute doctrine and their position unmenaced by the 
massive power of peasant resistance. 

But both campaigns are characterised by the same 
quality of ruthlessness. In the U.S.S.R. it has meant want 
and even widespread famine, with the deaths of un- 
numbered peasants; in Germany it has gone into terms of 
lowered living standards and longer hours of work. Both 
have placed an accent on compulsion. The researches of 
Professor Konovalov and his colleagues show time and 
time again the relentless determination of the Soviet 
leaders that their experiment shall be made to work, or at 
least to seem to work. Soviet statistics are more often than 
not misleading or in need of emendation; their percentages 
are founded on base figures that are often open to criticism 
and sometimes manifestly incorrect; their estimates are 
proved wide of the mark; their plans go awry; their 
bureaucracy fails: but the experiment goes on. And in 
time it gathers the force of habit; in time the partial results 
yielded year after year sum up to something tangibly in 
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advance of their beginnings; in time the Soviet regime can 
claim its successes. 

Ten years ago the economic methods of the Soviet Union 
seemed rather wonderful to the outside observer. Here was 
what seemed order carved out of what everyone knew to 
have been chaos. The first Five-Year Plan became the 
father and mother of all planning; books were written 
round it; societies formed on the strength of it. But the 
really wonderful ingredient was not so much the planning 
as the savagely coercive organisation with which the plan- 
ning was put into force. Therein is the final comment 
on these years surveyed by the Birmingham Bureau: not 
that the results have been this or that, for in spite of con- 
siderable gains they have manifestly failed in quality and 
quantity, but that in spite of everything the Soviet regime 
still stands, still clamps the fingers of its organised power 
around the life-arteries of the constituent peoples of the 
U.S.S.R., is able even to wage offensive warfare. 

It is nevertheless true that the experiment is nowhere 
near completed, that there is still room for the sudden 
swerve of policy which has characterised the administra- 
tion of the last twenty years, that a major military effort 
might easily dislocate the precious central organisation 
and throw the whole vast machine out of gear. Unless that 
military effort were succeeded by disaster, however, it is 
probably true to say that the Soviet Union is now suffi- 
ciently an entity, has enough cohesion, to continue holding 
together. The prophet has given place to the king. Stalin 
is the natural successor to Lenin. And, perhaps, no people 
as numerous and powerful as the Russians could ever have 
submitted to the strain of these past twenty years without 
requiring in compensation a corresponding acknowledg- 
ment of their nationhood. 

The Russians to-day are entering an acutely imperialist 
stage. Their present caution is no measure of their ambi- 
tion, for it is only momentary. A major war undertaken 
now may tip the precarious balance of their political 
economy and reduce it to chaos. In ten years’ time or more, 
when the great industrial zones deep in the Urals, tucked 
away behind the barrier of the Caucasus, expanding in 
undreamed-of safety along the Arctic Coast, are hum- 
ming to the production of goods in quality and quantity 
measurably adequate to the basic needs of Russia’s 170 
millions; when the old railways are built again and new 
ones pushed out across the plains and over the mountains; 
when the peasant has at last learned to live in a collective 
and to like it; when there are more schools and more 
understanding and less suspicion: then, at last, the 
descendants of Lenin may openly recognise themselves for 
what they are, and the shades of Peter and Catherine and 
Nicholas steal out of the ideological night in the glittering 
robes of Imperial Russia. 


Local Government and the War 


HE time is suitable, after four months of hostilities, 
to take stock of the changes in local government 
since war broke out. In peace-time, there are two tiers of 
government, central and local, both based upon popular 
election. Since September there have been three tiers of 
government, not two. Nominally, Parliament continues to 
function as before, though the Government’s control over 
its business, always very great, has grown. The vital 
function of discussing and criticising public policy Parlia- 
ment has retained. Local government, confronted with 
new problems of civil defence, has been pruned. The 
normal process of debate and decision has been drastically 
curtailed, and emergency executive committees of only a 
few councillors have been given power to act, while con- 
siderable authority has been vested in the higher perma- 
nent officials, such as town clerks. Locally, as well as 
centrally, the representative process has been virtually 
suspended, and no general national or local elections will 
be held while the war lasts—in accordance with an agree- 
ment made among the chief political parties. The chief 
reason for these changes was the prospect of damaging 
air raids making prompt decisions imperative. 
It was also this prospect of emergency conditions that 


brought into being the third and intermediate tier of war- 
time government—regional administration under the 
zgis of Whitehall. Some time before the war began, 
Regional Commissioners were appointed to co-ordinate 
civil defence services in the twelve regions into which 
England was split up. Under the Commissioners’ direc- 
tion, moreover, a sort of shadow government in each 
region has been planned, so that, in the event of control 
from Westminster and Whitehall becoming temporarily 
impossible, the King’s Government could still be carried 
on. No representative basis was given to this regional 
system. This marks it off from the older tiers of peace- 
time Government. The Commissioners were nominated 
by the Government, whose agents they are, and all the 
regional officers are to be paid and permanent. In some 
quarters the Commissioners were dubbed dictators at once 
and there were widespread fears among local authorities 
that their functions were to be usurped. 

The conditions have not yet arisen for this regional 
machinery to replace the normal operation of government 
by statute and Ministerial Order. No air raids, assaults 
from the sea or attempted invasions have made admini- 
stration from the centre unworkable. But the regional 








6 THE ECONOMIST 


machinery has been far from idie. The first stage of the 
Commissioners’ primary task, the co-ordination of civil 
defence services over areas wider and strategically more 
convenient than the counties and boroughs in whose 
elected authorities the actual work of A.R.P. is vested, has 
been completed. In addition, it has been deemed necessary 
to use the regions, rather than the smaller areas of estab- 
lished local jurisdiction, for the organisation of a number 
of mew, urgent and nationally important services. The 
Ministry of Food’s controllers are regional officials. So 
also are the fuel officers. The local machinery set up by 
the Ministry of Supply has been organised on a regional 
basis. Even in the local authority areas themselves many 
new bodies set up to administer new services (apart from 
A.R.P.) are neither part of nor responsible to the local 
councils. The local food committees are creatures of the 
Ministry of Food. The county agricultural committees are 
set up by the Ministry of Agriculture and Fisheries. Both 
sets of committees, like the committees and sub-committees 
set up under the Ministry of Supply, belong to regional 
schemes of control. 

Neither central nor local government has been super- 
seded by this regional government. They have been sup- 
plemented. The way in which this has been made is signi- 
ficant. But the tier of wartime administration does repre- 
sent something of a break with tradition. The Commis- 
sioners, the regional officers, the controllers and the new 
committees are the Government’s agents appointed ad hoc 
for special duties. True, the break can be exaggerated. 
Although the local councils are elected locally, and 
although it is in their committees that local administra- 
tion in peactime is mainly vested, the powers of both 
the councils and the committees are strictly circumscribed 
by statutes and departmental orders. The major local ser- 
vices are mainly financed by grants-in-aid from national 
taxation. In a sense, even the elected local government 
bodies are the central Government’s agents. 

Yet it is, on the face of it, a notable departure from the 
usual practice of nearly fifty years that now, in the emer- 
gency of war, there should have been this return to the 
earlier custom of appointing ad hoc bodies and officials to 
perform local administrative duties, instead of allocating 
them to the elected councils and their officers. The misgiv- 
ings which some people feel about the departure are accen- 
tuated, too, by the extent to which the councils themselves 
have curtailed the more democratic of their activities— 
their public discussions and so on. Nor can these mis- 
givings be written off as wholly unfounded. There is 
always the danger of government being overweighted by 
bureaucracy, a danger which is more intense in wartime 
when there is the chance that new administrative bodies 
may be unduly influenced by military personnel or military 
methods of procedure. There is every case for the closest 
watch by Parliament upon the composition and activities 
of these regional offices, boards and committees. There are 
good grounds for urging that, within the sphere of activity 
left to them, the local councils should return to their normal 
method of procedure by full debate and free criticism. 
There are sound reasons for suggesting that representatives 
of the elected local bodies should be delegated to work 
with every regional officer and ad hoc committee. 

But it would be the worst of short sight simply to regard 
these new developments in local government with doubt 
and suspicion. In the first place they are, for the most part, 
necessary; in the second, they represent something of an 
improvement in administrative technique. The desire to 
create a shadow organisation in the regions for civil 
defence and essential supplies, to operate if the national 
administration were to break down, makes them necessary. 
The new services, food control, fuel control, defence co- 
ordination and so on, are war services, which do not fit 
readily into the normal duties of local authorities. They 
are essentially national in character, requiring uniform 
standards of administration all over the country. Their 
cost is a national charge. 

It is true that A.R-P., itself essentially a national 
concern, is the responsibility of local councils. This is 
simply because the local authorities already administer the 
services which A.R.P. most closely affects, police, fire, 
health, housing, etc. Even so, the local authorities are 
merely the executive agents of a detailed nation-wide 
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A.R.P. policy. It is the taxpayer, not the ratepayer, who 
will chiefly foot the bil!. From the outbreak of war to the 
end of next March the London County Council’s expen- 
diture on civil defence will amount to £6 millions, and 
£5,700,000 of this sum will be covered by the Govern- 
ment. Finally, the local authorities are too overburdened 
with normal duties made heavier by abnormal conditions, 
their finances too upset by evacuation (decreasing rate 
income here and raising necessary expenditure there), and 
their staffs too depleted by the calls of the Forces and 
A.R.P., to take on large and vital new responsibilities. 


Moreover, the regional machinery is an improvement 
simply because it is regional. For years now it has been 
widely held that, for both financial and administrative 
reasons, it would be wise to widen the area of administra- 
tion for most nationally important local services. The 
financial reasons spring from the inadequacy of the local 
rating system and the discrepancies in revenue and in 
necessary expenditure which exist between one local autho- 
rity and another. Only the devices of heavy grants-in-aid 
and derating have averted a collapse of local finance as 
it is at present organised. 


The administrative reasons for regional government are 
no less familiar. Especially in great urban districts, the 
boundaries between one local authority’s area and another’s 
tend to be quite artificial. The needs and problems of 
whole regions are the same, and to deal with them in poli- 
tical compartments is wasteful and inefficient. London has 
often been cited as a case in point; a Royal Commission, 
only a few years ago, recommended administrative unifica- 
tion for Tyneside; Clydeside, Merseyside and the regions 
around Manchester and Birmingham illustrate the need 
equally well. These are regions that need a common plan; 
and the virtue of the wartime scheme for co-ordinating 
civil defence and administering essential supplies is that 
it recognises this fact within those fields. 

It would be nothing more than tilting against windmills 
to call for a precise return to peacetime ways in local 
government. What is wanted is vigilance and common 
sense. For both old and new methods of administra- 
tion the requisites are that they should be efficient and 
popular. The regional authorities and officers will not be 
popular if they keep their ears too close to Whitehall and 
too far from the local ground they work on. Only by the 
closest consultation and co-operation with the elected 
councils and by the fullest use in practice of their own 
local committees can they escape the damaging label of 
unsympathetic officialdom. The delegation of elected local 
representatives to work with regional authorities would be 
invaluable, simply because it could ensure that free flow 
of critical discussion which is the bloodstream of demo- 
cratic government. 

In the circumstances this is by no means the time for the 
local authorities themselves to have put away their own 
popular processes. If they cannot be re-elected annually 
they can at least preserve, from day to day and from week 
to week, their normal contacts with the interest and the 
interests of their electors. The vast voluntary basis of 
A.R.P. is ample evidence of the liveliness of electors’ local 
loyalty. It is not the least disadvantage of this war that 
public meetings and speeches by public men have been cut 
down to a minimum. The attack upon wartime problems. 
which are everyone’s concern, has been carried out too 
much in a smoke screen of secrecy. The New Year’s series 
of Cabinet Ministers’ speeches in the provinces will be. 
democratically, a godsend. To interweave local represen- 
tation, free discussion and criticism with the new regional 
strands of government would be of permanent political 
value. 

Even so, in the last resort, it is efficiency in local and 
regional government that will reassure public opinion 
most. It would recapture confidence almost completely if 
the outstanding problems of evacuation and billeting could 
be energetically solved, if every child could be sent safely 
back to school and if local difficulties in the distribution of 
food and fuel could be smoothed away. It is at West- 
minster that the safeguarding of popular liberties must be 
chiefly looked for: but in every village, hamlet. town and 
city there are wartime officers in whose hands lie the 
people’s comfort and convenience. 
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NOTES OF 


The Finnish Triumph.—‘‘After five weeks’ fighting,” 
ran the kinnish war communiqué on Wednesday, “ our 
fortifications remain absolutely untouched.” Such masterly 
understatement must be rare in the annals of warfare; but 
perhaps the most admirable quality of this small people 
is their modesty. While other peoples bleat loudly of their 
prowess and whistle incessantly to keep their courage up, 
the Finns perform feats of courage and endurance that 
call for no historical perspective to acquire the admiration 
of the world. If the Red Army were to triumph to-morrow, 
it is recording nothing more than the sober truth to say 
that these five weeks have raised a monument to Finland 
that the passage of time or the trumpetings of propaganda 
will not obliterate. According to authoritative Finnish 
accounts—and no accounts at all are coming from the 
Russian side—there are now eight separate fronts between 
the Arctic and the Gulf of Finland. On six of these the 
Russians are now standing on Finnish territory at points 
ranging from about forty to a very few miles within the 
frontier; on the other two fronts the Finns have now driven 
the invaders back to their own territory, and at these points 
there are well-substantiated reports of brilliant Finnish 
victories. Near Suomussalmi the better part of a Russian 
division has been destroyed, and, farther north, it is 
said that the Russians are retreating in disorder upon 
Salla, and that although they still hold this village their 
forces there are effectively pinned down. No reliable esti- 
mate of losses are yet available, but it would seem that 
the Russians have lost very heavily in comparison with 
their more mobile and more efficiently equipped oppo- 
nents. Their main tactic has been to rely solely on the 
sheer weight of men and material, pressing home con- 
tinuous attacks on the Karelian Isthmus, presumably with 
the simple intention of wearing out its defenders. Even so, 
the Finns stand far less in need of men than of material. 
They have come through the past five weeks virtually un- 
aided. The shortage of ammunition and of specialised 
artillery must be causing the Finnish commanders acute 
anxiety, for they are necessarily hampered in counter- 
attack by the need to reserve their stoc 3; and unless they 
receive substantial supplies within the immediate future 
they must be aware that their present success will be 
finally in vain. 


* * * 


The Diplomatic Background.—The same quality 


of calm but determined modesty is revealed in the White 
Paper issued at the end of last week under the auspices 
of the Finnish Government as a record of the Finnish- 
Soviet negotiations which led up to the invasion on Novem- 
ber 30th. The White Paper contains little that was not 
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already known, and its main achievement is to confirm the 
impression one had already formed of the Finnish Govern- 
ment’s readiness to go to all lengths in concession short of 
an infringement on Finland’s independence. It may be 
useful to record that the Soviet Government demanded a 
lease of the port of Hango for 30 years, together with 
adjoining territory and the right to maintain a garrison 
there; the bay of Lappohja as an anchoring berth; 
the cession of five islands in the Gulf of Finland, part 
of the Karelian Isthmus, and part of the Petsamo 
district in the far north; inclusion within the Non- 
Aggression Pact of a paragraph prohibiting either Finland 
or the U.S.S.R. from joining any groups or alliances in 
any way hostile to the other; and—in view of what has 
happened, the most significant demand of all—the sup- 
pression of the fortified frontier zones. By November 13th 
‘“‘ Finland was willing to accede to almost all the Russian 
proposals, which had now assumed the nature of demands, 
but she could not find it possible to accede to the Soviet 
request for a naval base at Hangé, which would have 
meant the complete strategic dominance of Finland and in 
turn the loss of Finnish independence.” Followed a period 
of silence, then abuse from Moscow, then the denunciation 
by the Soviet Government of the Non-Aggression Pact, 
then the offer of United States mediation; and finally, on 
the morning of November 30th, “ the invaders came out of 
the sky, on a clear sunlit morning, without notice or warn- 
ing, and commenced their aggressive war of destruction.” 
It is the story of the ruthless oppression of a small people 
by a great; and the story becomes all the more shameful 
for the sober way in which it is told. 


* * * 


Troubled Scandinavia.—The trembling of small 
powers, accompanied by gloomy forecasts of their future, 
is only in conformation with the general insecurity of 
Europe, but no small European Power can feel safe these 
days; all must know, as Dr Colijn, Holland’s Elder States- 
man, said this week, that they “are entering a period of 
extreme danger.” But Dr Colijn has often said things like 
that in the past, and more attention should perhaps be paid 
to a statesman who has always been careful to avoid the 
manner of the Prophet Jeremiah. “I am personally more 
lepressed than I have ever been before,” Hr Stauning, the 
Danish Prime Minister, admitted this week, “‘ and I have 
long since ceased to believe in anything.” If Denmark feels 
herself helpless in the grip of an ungovernable current 
leading on to what may be disaster, Sweden is scarcely 
more reassured. The new Swedish Foreign Minister, 

Hr Guenther, broadcast a New Year’s message on Sunday 
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in which he said that they anticipated the possibility “ of 
a threat to all we possess—to our life as a free nation—a 
threat of annihilation.” Following these surprisingly un- 
happy admissions there are reports of German warnings 
against allowing the passage to Finland of British and 
French war material. Even allowing for the anxiety of the 
German Government to convince their Soviet friends of 
their complete adherence io the terms of the Non-Aggres- 
sion Pact, and of their wish to use every possible excuse 
for obtaining control of the foreign and commercial policies 
of Sweden, Norway and Denmark, there seems to be some 
ground for believing that the Nazis have concerted plans 
for the further conquest of Scandinavia whenever Finland 
has been forced to submit. If this is so, then the Scandi- 
navian Governments—and primarily the Swedish Govern- 
ment—must consider whether deference to Germany in 
good time would not be preferable to dismemberment 
later on; and it will then be the Finns who will suffer first. 
For the British and French Governments the problem is 
far from easy. Ultimately it must rest on the policy they 
mean to adopt towards Russia. If war with Russia will 
come in any case—and the qualifications are many—then 
there is no reason why the present help for Finland should 
not be given open-handedly, care only being taken to con- 
ceal it officially and thus make it easier for German sym- 
pathisers to wink an eye at the passage of material. The 
position the Allied Governments must obviously be anxious 
to avoid is midway between giving help and withholding 
it, of advertising their good intentions without carrying 
them out, and thereby raising a general suspicion that 
they are using Finnish resistance only as a means of 
embroiling Scandinavia in the war. 


* * * 


Expanding the Services.—The Royal Proclamation 
signed on January Ist extends the liability to military ser- 
vice to all men who were on that date aged 19 to 27 in- 
clusive and are not already registered. In effect, the 
new Proclamation does no more than simplify the pro- 
cedure by which men are called up, since, for the 
2,000,000 men covered by it, it will only be necessary to 
specify registration dates instead of issuing a separate 
Proclamation for each age-group. It does not necessarily 
mean an acceleration of the rate of calling up—that mainly 
depends on Mr Burgin—nor is it likely that there will be 
any change in the order of registering the age-groups. It 
is understood, for instance, that the men of 19 will not 
be required to register until they are twenty. Nevertheless, 
with the 600,000 odd who have already been called up, 
either under the Military Training Act or since the war 
began, and about 100,000 volunteers, it is now possible to 
envisage a potential force for the three services of over 
three and a half million men. This excludes the con- 
tingents which have arrived from Canada and Australia 
and the Indian forces who are already serving in France. 
It is true that a larger proportion of the new 2,000,000 
will come under the Schedule of Reserved Occupations 
than in the previous registrations, for in many trades and 
industries the age of reservation is 25. But to offset this, 
the Schedule has been relaxed to enable men of or above 
the reservation age in a number of the less essential in- 
dustries and professions to volunteer for the forces or 
the civil defence services, while men in another pre- 
scribed list can volunteer for service in their trade capacity. 


* * * 


Rationing Again.—The statement issued by the 
Mines Department a fortnight ago is a depressing example 
of irrationality. At the outbreak of war, the public was 
told that strict economy was essential in the use of coal, gas 
and electricity, and that these commodities would conse- 
quently be rationed. An elaborate structure of local fuel 
overseers was set up to allot and enforce the rations. Six 
weeks ago the clamour of the gas and electricity com- 
panies over their falling profits led to a sharp increase 
in gas and electricity charges and to the raising of the 
fuel rations from 75 to 100 per cent. of last year’s con- 
sumption. Now we are told that the public have econo- 
mised so satisfactorily that fuel rations are to be abolished, 
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but it is of great importance that the utmost economy 
should continue. Certainly the public has no choice but to 
economise under the higher prices for coal, gas and elec- 
tricity, but it is generally believed that rationing by 
quantities is both more equitable and more efficient than 
rationing by raising prices. In any case, to impose rationing 
in September and to remove it in December, while urging 
the need for reduced consumption, is likely to convince the 
public that no attention need be paid to official state- 
ments. The Ministry of Food has also been guilty of 
equal vacillation over the problem of meat rationing. The 
latest statement is that rationing will start in mid- 
February and registration is now in progress, but it is 
believed that farmers’ representatives are using the excep- 
tional prices obtained for livestock over the Christmas 
season (when the Ministry removed control) as an argu- 
ment for an upward revision in the schedule of fat stock 
prices already published by the Ministry. Meanwhile, the 
official rations of 4 oz. of bacon and butter per head per 
week and 12 oz. of sugar are to start on Monday. 


* * * 


Miners’ Wages.—On December 29th a delegate con- 
ference of the Mineworkers’ Federation rejected the offer 
of the colliery owners to add fourpence a shift to the 
wages of men and twopence to those of youths; this would 
have brought the wage increases since the outbreak of war 
up to ls. for men and sixpence for youths. Instead, the 
conference decided to obtain the authority of the district 
organisations to continue negotiations for “an advance 
in wages to operate from January Ist, which shall, at the 
minimum, compensate for the increased cost of living.” 
‘The miners’ president, Mr }] ‘awther, said that an increase 
of 1s. 4d. per shift would be required to satisfy the 
Federation’s formula. The growing tendency of trade 
unions to secure protection for their members against a 
rise in the cost of living is understandable enough. They 
are only doing their duty. But can the country exert the 
effort necessary to win the war without any sacrifices on 
the part of the working classes? Certainly not, for persons 
earning less than {250 per annum are responsible for no 
less than three-fifths of the total consumption of goods 
and services. The fault, however, lies not so much with 
the trade unions as with the Government. Apart from a 
ballon d’essai launched by Sir John Simon some weeks 
ago, the Government has made no serious effort to tell the 
country the truth about the sacrifices required to raise the 
country’s war effort to the maximum. Mr Baldwin's Gov- 
ernment made exactly the same mistake in withholding 
the truth about German re-armament. But this will not 
do, and it is high time for the Government to face the 
facts and face them boldly; the forthcoming tours of 
Ministers provide an excellent opportunity. So far as the 
coal-miners are concerned, they no longer have a serious 
grievance. Until a few years ago their wages were ad- 
mittedly too low; but their present earnings do not com- 
pare so unfavourably with those in other industries. 
Between 1929 and 1938 the average cash earnings per 
manshift rose by 21.8 per cent., from 9s. 23d. to 11s. 3d., 
and in the second quarter of last year they were 11s. 63d. 
Again, in 1938, average cash earnings (including those of 
youths) were £145, against £118 in 1929—an increase of 
22.9 per cent. But so long as the Government has not 
adopted a common wage policy, and so long as other trade 
unions are able to have wages linked to the out-of-date 
cost-of-living index, the coal-miners can scarcely be 
blamed for stating a similar claim. 


* * * 


Mr Burgin on his Achievements.—At a Press 
conference on December 29th the Minister of Supply 
regaled his audience with a string of figures. Of the 
75,000 firms in Great Britain and 1,200 in Northern 
Ireland employing ten persons or more 15,000 were on 
the Ministry’s list of contractors at the outbreak of war 
and a further 2,190 had been added since. Up to Decem- 
ber 19th orders had been placed for £234 millions; these 
included £73 millions for raw materials such as metals, 
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textiles and leather, £50 millions for guns, small arms and 
ammunition, £45 millions for vehicles, £22 millions for 
assisting production, £13 millions for machine tools, £12 
millions for optical and scientific instruments, £10 millions 
for general stores and £7 millions for explosives. In 
addition, the Ministry had concluded long-term contracts 
for the purchase of wool, copper, lead, zinc, aluminium, 
paper, timber, hemp and flax which involved hundreds 
of millions of pounds per annum. Since the outbreak of 
war the Ministry had put in hand twenty new ordnance 
factories which will cost £45 millions and had extended 
the factories of 300 contractors at an outlay of £10 
millions. The output of shells had been doubled since 
the outbreak of war and the production of guns had 
been increased; their outturn was now ten times and 
eight times respectively higher than during the com- 
parable period of the last war. Mr Burgin pointed out 
that he was in daily contact with the French Minister 
of Munitions, who had installed a contact mission in 
London. Every care was taken, moreover, to see that value 
was obtained for the public’s money, and never was there 
such a power of costing, checking prices, inspecting 
books and controlling establishments as had been given 
to the Ministry of Supply. The journalists were duly im- 
pressed by Mr Burgin’s dissertation, especially by his array 
of figures. This seemed reminiscent of one of Herr Hitler’s 
speeches to the Reichstag which is reported to have sent 
half his audience to sleep; but then figures have long been a 
favourite remedy for insomnia. Perhaps it was not Mr. 
Burgin’s intention to induce drowsiness in his critics. But 
in any case it would be a disaster if either the Minister or 
his critics forgot for a moment that Supply will decide 
the: war. Mr Burgin has undoubtedly placed orders; but 
he has not yet delivered the goods. 


* * * 


rhe President on Neutrality.—-Mr Rooseveit has 
made a gallant attempt to rouse the American people from 
a false sense of trans-Atlantic security. In his Address to 
Congress of January 3rd (which was broadcast through- 
out the world) he linked the European struggle to 
America’s own problems by pointing out that in the inter- 
national field a world “ ruled by force in the hands of a 
few ” would be a “ dangerous and shabby place to live in 
—even for Americans to live in,” while on the home front 
the triumph of the ideologies which had “ helped to plunge 
Europe into war,” would offer a serious menace to 
America’s fundamental safeguard—her national unity. 
Americans, therefore, “ must look ahead to the possibili- 
ties for their children if the world came to be dominated 
by concentrated force alone,” and looking ahead in time 
of danger implies counter-measures to safeguard the 
national interest. These the President envisages under 
three categories. In an active military sense there is the 
Congress vote of nearly $300 millions “to safeguard 
America’s neutrality and strengthen national defence.” In 
the wider sphere of international co-operation the United 
States Government will continue the policy of good neigh- 
bourliness and do all it can to encourage peace through 
constructive trade agreements, finally the United States 
will do nothing to jeopardise its claim to that “ leader- 
ship which the American nation could take when the 
time for the renewal of peace ” comes. There is much that 
is admirable in the President’s address. His realisation of 
his own country’s fatal contribution to the post-1918 
economic chaos is not the least impressive part of a speech 
which is above all alive to America’s great commercial 
responsibilities. Nevertheless, there is a certain ambiguity 
in the American attitude. The President admits that an 
Allied defeat will mean a situation dangerous to the 
Americans themselves, yet his conclusion is that “ we do 
not have to go to war with other nations.” The Allies are 
thus to be left to win single-handed the war for world 
—including American—security. Under the circumstances, 
it is a little difficult to see upon what America’s post-war 
claim to “ leadership ” will be based. Nevertheless, France 
and Britain can take heart at the extent of America’s 
moral support for their aims and principles. Here at least 
there is no neutrality. 
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French Peace Aims.—Perhaps because they are 
physically closer to the war, and partly, too, from tem- 
peramental aversion, the French have not fed much fuel to 
the idealist fire which has raged in this country over the 
discussion of peace aims. Until M. Daladier’s pronounce- 
ment of Thursday of last week, there had been very little 
to indicate where the official mind stood in this important 
but not immediate matter. When the pronouncement did 
come, however, it was with a refreshing air of realism. “The 
Franco-British union,” M. Daladier said, “is open to all, 
but I state categorically that, without material and political 
guarantees, France will not lay down her arms.” In other 
words, the political development of Europe, so far as the 
French are cor cerned, must be preceded by complete 
British commitment to European politics as well as by the 
territorial restoration which Germany must be obliged to 
make. The order of precedence is as clearly stated as it 
must be inevitable in practice. “I am confident that we shall 
obtain material guarantees against the renewal of (these 
present) events ... .” M. Daladier continued, and went 
on after that to say that “ he felt, too, that the new Europe 
should receive a far broader organisation than that which 
now exists.” It would be necessary to develop exchanges 
and perhaps to envisage several ties between the various 
States of Europe. For their part the French were ready 
to co-operate with all those who pursued the same aim 
as themselves. It is to be hoped that the Utopians will take 
this speech to heart, and that their welcome of the second 
part of it will not cloud their appreciation of the first. For 
it is in the first that the French are really interested. 


The French Budget.—It is not only in England 
that war has speeded up Parliamentary practices. The 
French Budget for 1940 was passed as early as December 
28th, the last stage being accomplished on that day by a 
unanimous vote of the Senate after one of M. Reynaud’s 
remarkable speeches. In times like these, the principle of 
the ordinary and extraordinary Budgets might seem to 
come into its own, since it leads straight to the logical 
decision to cover the one out of taxes and the other out 
of borrowing. The expenditure of the ordinary Budget in 
1940 is estimated at Frs. 79,889,137,098 and the revenue 
at slightly more. These figures show a considerable in- 
crease over the last two years. Expenditure in 1938 was 
Frs. 54,739 millions, and last year’s ordinary Budget 
amounted to Frs. 66,317 millions. The French taxpayer’s 
burdens have thus been steadily rising; the State has 
changed from Father Christmas into a devouring Moloch, 
as M. Reynaud put it. If the French National Income were 
as low as the figure given in their report of November, 
1938, by the Prime Minister and the Minister of Finance 
—namely, 250 milliards—a tax revenue of 80 milliards 
would be very high. But the inadequacy of such a low figure 
is revealed by the fact that, in addition to the ordinary 
Budget, military credits of 259 milliards have been voted 
for 1940. The total expenditure of the State in the cur- 
rent year will thus be at least 340 milliards and the 
National Income can hardly be less than 500 milliards. 
(Application of the 60-40 ratio agreed upon by France 
and Great Britain as being a measure of comparative 
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national wealth would give about 600 milliards at least.) 
If this is so, a tax revenue of 16 per cent. or less of the 
National Income no longer seems very large. Perhaps, 
after all, the division between ordinary and extraordinary 
expenditure brings its temptations in war as in peace. 


Trouble in Eire.—There has been a sequel to the 
sensational raid of December 24th on the magazine in 
Pheenix Park which enabled some 40 or 50 members of 
the I.R.A. to make off with a million rounds of small 
arms ammunition. Within a fortnight the Eire Government 
has introduced a laconic Emergency Powers Bill which in 
twenty-five lines gives the Government power to intern 
anyone who is a menace to public safety in time of war. 
Suspects under this Act will probably be sent to concentra- 
tion camps, but in spite of this forecast of severity Mr de 
Valera is reported to have the majority of the Irish people 
behind him in his strenuous efforts to prevent the spread 
of the I.R.A.’s terrorist activities to Irish soil. It is not 
known how much of the stolen ammunition has been re- 
covered. An extensive search still continues over wide 
areas in Counties Dublin, Louth, Meath, Kildare and 
Wicklow. A certain amount has been recaptured, but it 
is difficult to avoic the conclusion that serious trouble is 
brewing. Few people will deny the grave nature of the 
problem—a divided Ireland—which the I.R.A. are deter- 
mined to bring to discussion, but the extension of their 
methods to Eire may convince the Irish people that ter- 
rorism is not only no argument, but also their opponents’ 
best excuse for refusing to consider the question at all. 


* * * 


Spain Faces the New Year.—Less than a year ago 
Spain was still at war; that the Caudillo’s New Year speech 
should presage little but “hard work, austerity, discipline 
and sacrifice” is therefore hardly surprising. The ravages 
of two and a half years’ savage conflict are not liquidated 
in a few months’ victory; there is hardly a front upon 
which General Franco does not face a critical situation, 
and his address to the Spanish people gives them full 
warning of what they have in store. Since August 12th the 
Falange has been the legally recognised “basis of the 
State” on whose broad foundations the political structure 
of Caudillo “responsible only to God and to history,” 
National Council and Political Junta is based. Yet this 
structure is not definitive, and the National Council sworn 
in at Burgos on September 26th faces the task of supply- 
ing the new Spain with a constitution within which it may 
achieve the two points of the Falange programme, “ moral 
unity and economic reconstruction.” It is hard to say which 
of the two presents the graver problem. There is, first, the 
old division of the war, which time has done little to heal. 
There are still some 140,000 refugees in France, and 
although no official estimate exists of the numbers in 
prisons and concentration camps within Spain, the bitter- 
ness with which the feud continues suggests a high figure. 
Little by little the dissidents are filtering back into the 
community, via terms of imprisonment and other forms of 
“expiation,” and at the end of September General Franco 
even offered generous treatment to any militiamen who 
might choose to return from France, but the process is 
slow, and sporadic violence—of revolt and reprisal— 
makes it slower still. This division is complicated by 
further divisions within the Nationalist front. Since the 
reconstruction of August the extreme wing of the Falange 
in the person of Sefior Sufier has been in the saddle, and 
less totalitarian Nationalists have fallen by the way, Count 
Jordana, for example, and, according to many reports, 
the redoubtable General de Llano. In Irun, in Villafranca 
and other towns, Requetes and Falangists have come to 
blows and bloodshed, and the Caudillo’s New Year re- 
affirmation of his faith in the Falange may be a gesture 
of defiance as well as of confidence; here, too, the lid is 
being crammed down on a seething cauldron. 
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On the economic front, the decision of April to seek 
salvation in self-sufficiency is again underlined in General 
Franco’s speech. The degree of devastation renders the 
task formidable enough, and although a 2 million peseta 
loan has been launched, compulsory labour service intro- 
duced and numerous public works plans adopted, Spain 
is still in no position to profit by her neutrality as she did 
in the last war. Here, too, the diversity of Nationalist 
opinion clogs the wheels of reconstruction. The Tradi- 
tionalists oppose the reforms—at their expense—which the 
Falange urges on; it is clear, however, that the Caudillo 
has made his decision and “all riches are to be more 
equally distributed.” A final element of ambiguity is pre- 
sent in the foreign field. Until August hostility to the West 
as carriers of Bolshevism and attachment to the Axis 
offered a coherent framework. To-day Germany has pacted 
with Communism, Italy is neutral, the West fights Ger- 
many. The practical expression of Spain’s internal need 
and external uncertainty is her neutrality, proclaimed on 
September 5th, but wish fulfilment is all on the side of 
an early peace with Germany and the formation of a 
European front against Bolshevism. Our astonishment at 
the Caudillo’s tenacity of faith in the Fuehrer should be 
tempered by sympathy for the Spanish concept of honour. 
Spain must lay the defection of the Nazis at the door of 
our obstinacy in order to preserve the ideological purity of 
the Civil War. 


Far Eastern Questions.—Although there is continued 
fighting in South China following on the Japanese success 
in taking Nanning—important for its position on the 
Chinese line of communications with Indo-China—and 
their attempt to push north-eastward along the Canton- 
Hankow railway, the real news from the Far East is still 
on the diplomatic front. Here the relative positions can 
be defined only by a series of questions for which no cer- 
tain answers have yet been supplied. Will the Government 
of General Abe go so far in deference to American wishes 
as to facilitate a general understanding with the Western 
Powers? The Japanese-American trade treaty runs out this 
month; no Japanese Government could afford to neglect 
any opportunity of prolonging the favourable trade con- 
ditions that have existed with the United States since the 
opening of the China “ incident.” But deference to the 
United States will also mean, at least to some extent, 
deference to Britain and France; and that will be a difficult 
pill for Tokyo to swallow. It is probably fair to say that 
the visit to General Chiang Kai-Shek at Chungking of the 
British Ambassador to China, which is now taking place, 
will do something towards the provision of jam. An 
Anglo-Japanese understanding over the silver reserve held 
in the British Concession at Tientsin will hardly come 
about except at China’s expense; but from the Chinese 
Government’s point of view the price would hardly be 
exorbitant if, in exchange, the Japanese were to remove 
some of the restrictions they have placed on British trade 
with China. Second in importance, perhaps, is the ques- 
tion of whether or not General Abe’s Government means 
to come to a more extensive agreement with the Soviet 
Union than is provided for by the conventions recently 
signed in Moscow. These conventions concern the final 
instalment of the price paid by the Government of Man- 
chukuo (i.e. the Japanese) for the Chinese Eastern Rail- 
way, and for the extension of the fisheries agreement for 
another year, reference to which is made this week on 
page 11. There is still no reliable evidence of a Japanese 
intention to sign the non-aggression pact which it is known 
the Soviet Government would welcome, although it is 
now Officially confirmed that the Soviet Government has 
accepted Tokyo’s draft agreements for the frontier de- 
marcation between Manchukuo and Outer Mongolia, and 
for the setting up of mixed commissions. The answer to 
these and similar questions can be given only in Tokyo, 
for the way in which they will be answered must finally 
depend on Japan’s estimate of her own strength. 
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THE WORLD OVERSEAS 


Far Eastern Fisheries 


(By a Correspondent) 


“HE message from Moscow that a convention covering 
1940 has been signed between the Soviet and Japanese 
Governments on the vexed question of Japanese fishing 
rights in Soviet Far Eastern waters deserves more than 
passing attention. Ever since 1922 the “ Fisheries Question ” 
has formed not only a most serious economic bone of con- 
tention between the two countries, but also one of the most 
useful barometers of the degree of political tension between 
them. 

The importance of the fisheries does not lie simply in the 
value to Japan of the fish that are caught, as is so often 
asserted. With a total amount of some 100,000 tons yearly— 
mostly of salmon and trout—the catches in the fishing 
grounds on both sides of the Kamchatka peninsula have 
little importance compared with the 4} million tons per year 
caught in the waters of Japan herself and of her colonial 
dependencies. Even so, some four-fifths of this Russian catch 
is canned for export. The real significance of the fisheries 
lies partly, of course, in the importance of these exports to 
Japanese foreign trade, but much more in the fact that these 
northern fisheries represent a strongly entrenched vested 
interest. In recent years, the Russian fisheries have been cen- 
tralised in the mammoth firm of Nichiro Gyogyo, and they 
are accordingly well able to raise a great clamour, both in 
the Japanese Press and Diet, whenever they feel their interests 
to be threatened. 

This was above all the case after 1928 when, having 
secured, after years of painful negotiation, the Soviet recog- 
nition of the rights conceded by Tsarist Russia in the Treaty 
of Portsmouth, the Japanese fishing companies found them- 
selves, to their intense surprise and disgust, ousted from 
the almost complete monopoly they had succeeded in estab- 
lishing during the years of Soviet weakness, They were faced 
by the competition of a number of nominally private Russian 
firms which outbid them at the annual auctions held in 
February at Vladivostok. Confronted with this Russian 
“ offensive,” which within six years reduced the Japanese 
Share from about 80 per cent. to less than 50 per cent., the 
Japanese companies began to direct their whole attention to 
the securing of rights to an agreed number of grounds, 
either on a permanent basis or at least for as long a period as 
possible. 

In the fishery convention which was signed with the Soviet 
Government in 1932—when the Soviets, for political and 
military reasons, were inclined to humour them—the 
Japanese Government achieved a “ stabilisation” of most 
of the grounds in their possession until the end of 1936, 
together with the opening of 60 new ones as a counter- 
balance to the increase of grounds reserved for Soviet State- 
managed fishery organisations. Both parties, however, ex- 
pressly maintained their own interpretations of their basic 
rights. The Japanese contended that their rights had been 
acquired once and for all in the Russo-Japanese War; the 
Russians claimed against this that the fishing rights were in 
fact free concessions made by the sovereign will of the 
Soviet authorities. Years of bickering followed this con- 
vention, the chief source of disagreement being the rouble- 
rate at which the Japanese companies were to pay for their 
leases. The situation was clearly enough far from a final 
settlement. On the expiration of the convention, in 1936, no 
basis for agreement was found, so that during the last three 
years One provisional arrangement has had to follow another. 

The significance of the new convention lies, therefore, 
chiefly in the fact that it is intended to prelude the 
establishment of a permanent convention. Of particular 
interest in this connection is the hint put forward in 
the Soviet Press that the Japanese firms would be ex- 
pected to conform strictly not only to the terms of the 
convention, but also to relevant Soviet legislation. The 
application to Japanese crews of Soviet social regulations, 
including the 8-hour day and minimum rates of pay, has 


always been felt as a particularly irksome obligation on the 
Japanese companies, the more bitterly resented and the 
more eagerly evaded since their Russian competitors have 
been able to build up their own industry only by making 
wholesale use of the services of trained Japanese fishermen. 


January 3rd. 


The French Budget 


FROM OUR PARIS CORRESPONDENT] 


‘THE Chamber has voted a civil budget amounting to 79,000 
million francs in taxation, and thereafter in extraordinary war 
credits estimated at 55,000 millions for the first three months 
of 1940, or nearly 250,000 millions for the whole year. These 
credits will be covered by borrowing. 

Such large sums come as no surprise to the Stock 
Exchange. ‘There is plenty of money on the market and 
M. Reynaud has announced that 24,000 millions have been 
repatriated since the beginning of war, and that 10,000 mil- 
lions of gold or foreign currencies have been transformed into 
francs. These sums, added to the 26,000 million francs re- 
patriated during the ten months preceding September give 
a total of 60,000 millions (repatriated foreign stocks or deben- 
tures excluded). 

These funds could be used only on the internal market, 
and naturally enough, they were invested at the start in 
French industrial stocks. The rise of these stocks reflects the 
monetary depreciation, but also the favourable effect of the 
new pound-franc stability. Between September 8th and De- 
cember 15th the rise reached an average of 41 per cent. The 
confidence of the market may be also explained by imprecise 
factors such as the general feeling that all European coun- 
tries—belligerent as well as neutral—are or will be involved 
in the war and that post-war financial arrangements must 
therefore include a revaluation of industrial stocks and a 
policy of cheaper money. 

Debentures and public issues have recently followed this 
rise in industrial stocks, affording the Minister of Finance 
the proof he has been waiting for, that the so-called “ closed 
circuit of capital” is functioning regularly. On the other 
hand, the weekly return of the Bank of France shows that the 
issue of banknotes, after a leap from 120,000 to 149,000 
millions at the beginning of the war, has for the past three 
months remained steady. Francs issued for the payment of 
war orders are thus coming back to the banks in the form of 
subscriptions to Armament Bonds. 


War Finance 


So far, therefore, the Minister of Finance has been able to 
fulfil his tasks with less difficulty than he might have ex- 
nected. 

War-financing in France, as everywhere else, rests on the 
combined resources of wealth accumulated in happier times 
and on the product of economic activities during the war. 
Whereas Germany has few reserves and must therefore draw 
almost exclusively on current efforts, France and England 
have huge reserves of which only a part is represented by 
their stocks of gold. Their weakness is to be measured rather 
in terms of organisation. 

Failing precise data, which are no longer available, it is 
hard to appreciate the French economic position. The export 
trade would not appear to have shown any noteworthy im- 
provement since the beginning of the war, and there is a 
general feeling that it is only the arms industries which are 
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running to full capacity. An obvious sign of this condition 
is the large number of unemployed. Along with this, how- 
ever, there has occurred a shortage of specialists; and to 
remedy this several steps have been taken, including the re- 
lease of workmen from the Spanish refugee camps and the 
transference of skilled labour from the metal to the arms 
industries. It will be more difficult to remedy the export 
position. 

But it should not be thought that this somewhat cloudy 
outlook conflicts with the optimism shown in M. Reynaud’s 
speeches. That optimism must be seen against a background 
of extraordinary circumstance. For the first three months of 
war France enjoyed an unexpected inflow of gold; this in 
turn brought great liquidity to the money market. The ex- 
change fund has now more gold than in September. 

The reasons why the gold came back are various. Along 
with the exchange control applied last September, there was 
made compulsory on companies and private persons a 
declaration of all assets placed abroad. Although the Exchange 
Office and the Treasury were separate bodies, the obligation 
to fill up two declarations made it virtually impossible to 
conceal the extent of individual holdings. Everybody had 
to choose, therefore, between calling back their money from 
abroad and concealing it in France, or of keeping it in the 
form of foreign exchange and declaring it to the revenue 
authorities. 


Taxation Yields 


It is problematical how long the abnormal liquidity of the 
money market will last. It would seem certain that only small 
parts of the repatriated holdings have been invested in current 
business. And while M. Reynaud may take advantage of this 
liquidity to help out his war financing, he cannot fail to 
realise the dangers of a situation in which the French 
people, to a degree great even in wartime, are living on their 
capital. 

The Budget for 1940 takes these conditions into full con- 
sideration. M. Reynaud is to be highly commended on having 
presented a budget which is both courageous and clearly 
arranged. All military expenditure will be dealt with separ- 
ately and covered exclusively from the proceeds of Treasury 
Bonds or loans to be issued later on. The whole civil expendi- 
ture is now collected together within the confines of the 
present Budget. If the necessary adjustments are made, it will 
be seen that the 79 milliard francs estimated as the total 
“civil” expenditure of 1940 compares with a civil expendi- 
ture in 1939 of 54.5 milliards. Out of this increase of 24.5 
milliards, 17 milliards arise indirectly from the war in the 
form of money spent on evacuation and of subsidies paid to 
evacuees and soldiers’ families. 

All the evidence goes to show that the Treasury is not 
over-estimating the yield of taxation. Estimates of the direct 
taxes are based on the year 1938—a dull business year—and 
the aggregate value of income declarations for 1940 is antici- 
pated to be 20 per cent. less than the corresponding figure for 
1938. The actual proceeds of taxation are assumed as only 
60 to 70 per cent. of the 1938 declaration total. This com- 
pares with an assumption of 77 per cent. for the 1939 Budget. 
In the same way, the estimates of indirect taxation are con- 
siderably reduced in comparison with those for 1939. It is 
intended that the yield of new taxes shall fill the gap. As 
far as war experience goes, the outlook is favourable. The pay- 
ments on direct taxes fell short of the estimates by 31 per 
cent. in September and 30 per cent. in October. If these per- 
centages are reckoned against the expected yield for 1939 of 
77% per cent., they produce a return of about 55 per cent. 
of the nominal assessment figure for 1939: the 1940 estimates 
do not in fact exceed this proportion. 

As far as any opinion is possible yet, it may be said that 
the problem of financing the war is in the hands of a man 
whose competence is beyond any doubt. But his task will be 
hard. He will have to steer a course between the Scylla of 
budgetary deficit and the Charybdis of over-taxation, and to 
strike either of these will be to sink all immediate hope of 
regaining pre-war levels of prosperity. 


January 2nd. 
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Jugoslavia’s Export 
Prospects 


| FROM OUR BELGRADE CORRESPONDENT] 


THE supply of raw materials and manufactured goods is 
presenting Jugoslavia with a serious problem. Because, owing 
to her geographical position, she has to do most of her 
trading with clearing countries, and again because the need 
for armaments ate up a large part of available foreign ex- 
change, the outbreak of the war found her rather indifferently 
stocked in a number of commodities. This is especially so 
in textiles and textile raw materials. In cotton alone Jugo- 
slavia needs 2,100 trucks annually, and now that Germany 
cannot supply her with any we shall be hard pressed to find 
the necessary exchange; unless, that is, we succeed in export- 
ing more to cash-paying countries. The same condition holds 
for wool, as that produced at home is insufficient and coarse. 
Jugoslavia’s total needs in textiles and textile raw materials 
should be conservatively estimated at about one milliard 
dinars. Other goods in the import of which Jugoslavia is 
experiencing difficulties are those coming from overseas: 
coffee, tea, spices, rubber, rice and all kinds of oils. 

The problem is most serious, however, in those goods in 
which a shortage must, in the long run, affect home produc- 
tion and export capacity. Thus the lack of hard-coal and 
coke may give rise to grave difficulties in the way of indus- 
trial production. True, Germany has agreed to deliver 
between October, 1939, and 1940, 380,000 tons of coke and 
220,000 tons of hard-coal; but nothing has come hitherto, 
and if deliveries are long postponed they may tax the present 
transport capacity beyond its maximum. Of other raw 
materials the shortage of tin is causing stoppage in the can- 
ning industry; soap production is hampered and the leather 
industry is finding a shortage of tanning oils. The shortage of 
petrol is affecting motor transport; and a shortage of jute is 
raising the problem of export of those commodities which 
must be conveyed in sacks. 

These difficulties have already had as their effect a general 
hardening of prices. Thus the National Bank index shows a 
jump between September and October in groceries from 88.9 
to 100.7, in clothing from 85.3 to 97.6, in heating and light- 
ing from 82.4 to 87.6, in the total of export articles from 
73.1 to 75.4, and in the total of import articles from 81.6 to 
86.9. The main rise, however, did not come until November, 
when an increase in freights, speculation and hoarding 
among consumers served to strengthen inherent tendencies. 

November prices rose sharply from 20 to 50 per cent. 
above those prevailing in August, as a few instances will show. 
From May to November coffee increased from 52 to 68 
dinars per kilogram, tea from 120 to 200 dinars, candles 
from 12 to 28 dinars, cooking oil from 11 to 18 dinars, soap 
from 9 to 12 dinars, textiles on the average from 30 to 50 per 
cent., while coal, which is sold at the pitheads at 290 to 320 
dinars per ton, soared to 450 and 500 dinars. At the present 
moment these rising prices are promoting a general flight 
into commodities, and houses and property are mounting in 
consequence. As a corollary, savings have declined from Sep- 
tember Ist, when they were 11,177 million dinars, to 10,463 
millions on October Ist. The decline is continuing. 

Future developments will, of course, much depend on 
Jugoslavia’s chance of increasing her exports to cash-paying 
countries and obtaining the necessary exchange for raw 
materials and manufactures. Momentarily, the situation 
appears favourable. October exports were 512 against 464 
million dinars for last year, and the total for ten months was 
4,169 against 3,993 million dinars, there being also a surplus 
balance of 181 million dinars, of which October alone 
realised 155 millions. 

On the long view, prediction is more than usually difficult. 
The present increase in value has been achieved solely 
through an increase in prices, the quantity of exports being 
actually 11.46 per cent. smaller. Further, in the uncertain 
conditions of the present, Jugoslavia will need to lay in 
stocks herself, and that will diminish her export capacity. 
Thus, with a maize harvest of 39,600 trucks, or 10,600 less 
than last year, and with a surplus of 6,000 to 8,000 trucks from 
last year, there will be little if any left for export when the 
Food Department buys up the 20,000 wagons which it in- 
tends to store. The situation is similar with wheat, which has 
yielded 28,400 wagons, or 1,800 less than last year. The main 
exports. will therefore have to consist of metals, ores, timber, 
cattle, eggs, meat, fowls and fruit. 


December 14th. 
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Hungary's War Economy 


| FROM OUR BUDAPEST CORRESPONDENT } 


SHADOWS of Moscow are stretching over South-Eastern 
Europe, and Hungary is deeply aware of the danger. Inci- 
dents on the new common frontier with Russia have already 
occurred, though not frequently, and have no political im- 
portance: they indicate, however, that Hungary is now 
Asia’s neighbour. Hungary, an integral part of Central 
Europe, has also moved, politically and economically, into 
South-Eastern Europe, and is profoundly aware of her new 
position; but, without loyal concessions on the part of 
Roumania, the chances of any union of the South-Eastern 
European countries are very small in spite of common in- 
terests. Nevertheless, the spirit of the relations with Roumania 
has not changed unfavourably and the Hungarian Govern- 
ment expects that the awkward situation will induce the 
Roumanian Government to come to a better understanding. 

Common opinion firmly supports the foreign policy of the 
Government. Two elections in Balatonfured and Marcali 
brought disastrous defeat to the Arrow-Cross candidates, 
especially to M. Mecsér, leader of the Hungarian Nazis; and 
the result of these elections has marked the decay of the 
Arrow-cross movement. Nevertheless, the unity of the Hun- 
garian people, disturbed as it has been by extremists during 
the past few years, is not yet established again: the desire for 
a radical land reform does not decrease in spite of the 
Government’s Land Reform Bill for the distribution of 1.5 
million acres at 100,000 acres yearly. The Anti-Jewish policy 
is being severely executed. 

The new Budget estimates should not be compared with 
the previous years’ estimates. Changes have appeared through 
the growth of territory and population, and for the reason 
that the Budget year, formerly reckoned from July Ist to 
June 30th, is now calculated from January Ist to December 
31st. This year’s estimates are therefore calculated for one 
and a half years. For the new Budget year July 1, 1939- 
December 31, 1940,expenditure is estimated at 1,732.2 million 
pengds, and revenue at 1,629 millions, leaving 103.2 millions 
in deficit, or a total deficit of 130 millions if the deficit on 
State enterprise is included (£ = 21} pengos at current rates). 
Rise in expenditure is mainly due to re-armament and the 
organisation of the redeemed territories. The debts of the 
State have increased by 30 per cent. to 2,100 million pengos, 
and this is partly attributable to the issue of the first and 
second instalments of the Government’s investment loan of 
400 millions. If the gross national income is estimated at about 
5,000 millions, it will be seen that National expenditure 
is at about one-fifth. Compared with figures for other 
countries, this proportion seems low. Direct taxation is ex- 
pected to yield 430 millions, turnover taxes 253 millions, 
stamps, 183.1 millions, excise duties 260.3 millions, Customs 
79 millions, the tobacco monopoly 22 millions, the salt 
monopoly 46.3 millions, the saccharin monopoly and lottery 
4.8 millions. Income tax revenue is estimated only at 86 
millions and estate taxation at 52 millions, indicating possible 
sources Of new revenue. 


Importance of Exports 


Foreign trade figures for January-October, 1939, are favour- 
able. Imports reached 394.1 millions, against 332.3 millions in 
the previous year and exports 480.6 millions, compared with 
473.3 millions in 1938, largely due to rising imports of raw 
materials. Exports to Germany increased in the same period 
from 175 millions in 1938 to 220 millions; and imports from 
123 millions to 160 millions. Exports to Italy also increased. 
But in every other direction trade has fallen away :— 


(In million pengés) 


August September October 

CE sida siassscdiscass 36°3 18 22:42 
ri obecuiiekskeunsssaess 9-6 6:5 9-3 

Geeet BERN .....000000 2:2 0-15 1-36 
Netherlands.............+. 0:6 0:74 1-31 
EE hicecekixascsichesas 0:8 0:66 1-59 
ee ‘a 0-21 0-52 
RRTIIED, Scbsbscssndarsesieans 0:67 0-56 2:38 


Efforts are being made to ensure raw material supplies by 
maintaining exports to the Western countries. For this reason 
the Government plans to take over a part of the enhanced 
freight insurance costs. The new commercial agreement with 
Italy has made it possible for Hungarian exporters to employ 
Italian ships by paying freight through the Italo-Hungarian 
clearing. Italy has put 300,000 tons of shipping at the disposal 
of Hungarian commerce. In this way the Italo-Hungarian 
clearing balance is used in favour of Hungary’s overseas 
exports. 
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A remarkable triangular clearing agreement was completed 
recently with Italy and Jugoslavia. As Jugoslavia is a debtor 
and Hungary a creditor of Italy, Hungary has granted a 
credit of 25 million Italian lire to Jugoslavia on account of 
her balance. 

The Hungarian National Bank is promoting exports by a 
deliberate currency policy. The bank’s reports direct attention 
to the fluctuation of the note circulation. This circulation 
reached its peak with 1,087 million pengés on September 
a since that time decreasing to 933 millions on December 
/th. 


Decer:ber 12th. 


Indian Railway Finance: 


A Rejoinder 


[FROM A CORRESPONDENT IN INDIA] 


AN article from “ A Correspondent” on “ Indian Railway 
Finance,” published in The Economist of July 1st, attributed 
the failure of Indian railways to make a rapid recovery during 
the last three years mainly to the financial policy pursued 
after the depression in 1930. This policy involved the sus- 
pension of payment of the annual contribution due to the 
general revenues of the Government of India under the 
convention of 1924, separating general from railway finance, 
and the taking of loans from the depreciation fund to meet 
the deficits in working. It was alleged in the article that, 
with the initiation of this policy, the economy measures 
started in the earlier years of depression have ceased and that 
the working expenses have gone up in spite of the decrease in 
the volume of traffic and in spite of the economies effected in 
recent years. There are good grounds for regarding this 
interpretation as misleading. 

The facts point to quite a different picture. To begin with, 
Indian railways, most of which are State-owned, include 
‘strategic lines,” ice. lines originally constructed with 
military objectives, and these necessarily work at a loss, which 
has been on the average about Rs. 2 crores a vear. Many 
railways were purchased from private guaranteed companies 
at prices including a substantial premium on the actual 
capital originally expended. Further, Indian railways have 
under agreement been paying a fixed, guaranteed rate of 
return on the capital invested by certain private companies 
in certain railway lines—though these lines by themselves 
are far from yielding that return. The capital outlay may be 
classified as follows :— 


Crores of 
Capital outlay : rupees* 
Commercial lines (including collieries, etc.)... 669 
I IN a ono cs: scdestacaccnciaaccsusvcacsseiens 34 
Premiums paid on purchase of company lines 51 
Total capital at charge ...............04. 754 


* 1 crore = 10 millions. 


The Return on Capital 


Notwithstanding the handicaps referred to above, these 
railways have been earning a return of about 4 per cent. on 
the total capital invested, thus comparing very favourably 
with other large railway systems in the world. This view was 
endorsed by the Railway Enquiry Committee, presided over 
by Sir Ralph Wedgwood, which examined the general 
financial position of Indian railways in 1937. The figures on 
the following page are of interest. 

The general position is really even better than the figures 
suggest; for the yield is calculated after making an appro- 
priation every year to the depreciation reserve fund of about 
12 crores of rupees, which is equivalent to 13.2 per cent. of 
the average annual gross traffic receipts for the last fifteen 
years. This fund is expected to have a balance on April 1, 
1940, of 30.58 crores of rupees, amounting to about 4 per 
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American 
Indian State British Railways Railways 
Railways (Net percentage (Rate of return 
(Return on on capital on property 

Year outlay) receipts) investment) 
1924-25... 5-9 ; 
1925-26 ... 5-2 : 
1926-27 ... 4:9 - 
1927-28 ... 5-3 Kas 
1928-29 ... 5-0 sbi 4.65 
1929-30 ... 4°5 4-17 4-84 
1930-31... 3°5 3-48 3-30 
1931-32... 3-0 3°23 2-00 
1932-33... 2-9 2-64 1-26 
1933-34 ... 3-1 2-84 1-83 
1934-35 ... 3-4 3-09 1-79 
1935-36 ... 3-5 3-11 1-94 
1936-37 ... 4:1 3-27 2-59 
1937-38 ... 4-2 3-47 2:27 
1938-39 ... 4-1 Not available Not available 


cent. of the total capital at charge—in spite of the fact that 
deficits in working to the extent of 314 crores have been met 
from this fund in the past. 

During the seven years ending March 31, 1931, Indian 
railways have also contributed Rs. 41.65 crores to general 
revenues. This contribution, if not paid to general revenues, 
would have been available to meet the losses in the years of 
depression, and the balance of the depreciation fund would 
then have been about 62 crores of rupees, amounting to 8 per 
cent. of the total capital at charge. There would also have 
been, in addition, a sum of 10.6 crores of rupees in the Rail- 
way Reserve Fund. The present writer knows of no other 
railway system with a fund for accrued depreciation built 
up on the scale adopted by Indian railways. 


The percentage yield on the total capital outlay for the 
various years (excluding the strategic railways), which pre- 
sents an even more favourable picture, is as follows :— 


Year Yi eld Year Yield Year Yield 

/ o/ c 

/O 0 
1924-25...... 6-2 1929-30 ... 4:7 1934-35 ... 3-6 
1925-26 ...... 5°5 1930-31 ... 3°7 1935-36 ... 3:8 
1926-27 ...... 5-2 1931-32 ... 3-2 1936-37 ... 4:4 
1927-28 ...... 5-6 1932-33 ... 3-1 1937-38 ... 4:5 
1928-29 ...... 5-4 1933-34 ... 3-4 1938-39 ... 4:3 


FRENCH LINE C.6.T. 


England to New York 


There will be a departure from an English port 
direct to New York late January by a regular 
New York liner. 


Fares from: Cabin Class, £56.5.0; 
Tourist, £39.15.0; Third, £30.10.0 


West Indies Service 


Monthly departures from France for the French 
West Indies: the next, early January. 


Passengers desiring accommodation for 
either service should immediately 


apply to: 


French Line 


20 Cockspur Street, London, S.W.1 


(Telephone: Whitehall 9526) 


or to any Travel Agency 
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The Operating Ratio 


_The percentage which working expenses, including depre- 
ciation, bear to gross traffic receipts—known as the operating 
ratio—is lower on Indian railways than on British and 
American railways, as shown below : — 


Indian State British American 
Year Railways Railways Railways 
1930-31... as aa 74°44 
1933-34 ... 72:5 80-71 76-26 
1934-35... 70-7 79-94 ot 
1935-36 ... 70-4 79-97 75°12 
1936-37 ... 66-2 79-49 72:31 
1937-38 ... 66-2 79-36 74°89 
1938-39... 67:1 Not available Not available 


Again, contrary to the view expressed in the article of 
July lst, there has been no slackening of the efforts at 
economising working expenses. Job analysis investigations 
with a view to discovering opportunities for reductions con- 
tinue steadily. The results of these investigations have, up to 
March 31, 1938, been a saving of Rs. 1} crores per annum in 
recurring expenditure and a saving of 90 lakhs in non- 
recurring expenditure. The Wedgwood Committee of 1937 
admitted that most of the major economies had been already 
effected, and they were unable to point to any further 
economies of first-class magnitude. 

The increase in the operating ratio in the last year (shown 
above) was foreseen by the Wedgwood Committee, who stated 
that, in judging the future, it would be necessary to take a 
broad survey over periods covering not less than a complete 
trade cycle and forecast in 1937 that the next trade cycle 
would give less favourable results than the last. While the 
next few years were likely to show improving trade, they 
said, this was due to conditions which were partly artificial ; 
some of the burdens assumed by railways during periods of 
prosperity, such as increased wages, would remain as a per- 
manent additional charge; and road competition had reduced 
railway net revenues by an amount estimated at 44 crores 
per annum, and the loss was increasing. The Committee, 
therefore, found it difficult to believe that in the next trade 
cycle the railways would, after making appropriations re- 
quisite for the depreciation fund, earn more net revenue than 
would reasonably suffice to secure the interest on their capital 
obligations. 

In brief, the facts warrant quite a gratifying view of the 
financial position of Indian railways in the existing unsettled 
world conditions. 


December 15th. 


Torches trom Hongkong 


[FROM OUR HONGKONG CORRESPONDENT! 


Tuere has been considerable industrial development in 
Hongkong of recent years; and the Government Report for 
1938 states that there are now 829 registered factories and 
workshops employing about 55,000 persons of both sexes. 
The Report points out that several new industries came into 
being during 1938, some to meet Chinese war needs and 
others to replace goods usually manufactured in Shanghai. 
Amongst the war industries established here are those manu- 
facturing gas-masks, metal helmets, spades and entrenching 
tools, and portable wireless sets. Other new factories have 
been set up for banknote and stamp printing, toothbrush, 
pearl button, bicycle, and wire nail manufacture. Many of 
the registered factories are small establishments in tenement 
buildings, but there is a steady increase in the number of 
genuine factory premises. Several of the more important 
concerns are housed in buildings laid out to modern factory 
plans. 

Apart from the older industries, such as shipbuilding, 
sugar-refining, and cement and rope manufacture, the main 
direction of Hongkong’s industrial progress lies in the de- 
velopment of markets for its output of knitted and woven 
wearing apparel, rubber footwear, and electric torch-lights 
and batteries. The principal market for rubber boots and 
shoes is Great Britain, which, in 1938, took about 60 per cent. 
of the 7 or 8 million pairs exported from the colony. For 
the first ten months of 1939 the figures approximate to the 
totals for the whole of 1938, and, judging by orders now in 
execution, the trade seems to be steadily expanding, helped 
to some extent by the rubber footwear requirements of A.R.P. 
workers at home. 

Owing to wartime restrictions on Japanese imports into 
Great Britain there has been a flood of orders for local 
knitted articles, such as sports shirts, singlets, socks and 
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stockings. These goods have the advantage of a 20 per cent. 
preference over foreign manufactures imported into Great 
Britain, provided that the Empire content is at least 50 per 


cent. This qualification is easily reached so long as the fac- = 


tories use Empire yarn, most of this coming now from 
Bombay mills. Hitherto the principal outlets for the knitting 
factories, of which there are 140, have been the Crown 
Colonies and Netherlands Indies, but with Japanese goods 
at a disadvantage it looks as if the British market may 
become as important to the Hongkong knitting industry as 
it is to the rubber shoe trade. Exports of shirts and singlets 
during 1938 exceeded $7 millions (HK$1 = ls. 3d.). Ap- 
proximately two-thirds of this went either to the Netherlands 
Indies or to Malaya. 

The electric torch trade is divided into two sections, the 
manufacture of metal cases and the manufacture of batteries. 
For exports to countries other than the United Kingdom the 
metal case section is dependent upon the supply of cheap 
brass sheets, and is at present handicapped by the difficulty 
of obtaining raw material. Canada is being used as a source 
of supply in place of Germany, and a considerable quantity 
of the metal is now on order. Supplies appear to be limited. 
In view of the increased demand for torch cases from Great 
Britain, makers may concentrate on that market for their 
output, using British brass. Battery makers, whose chief 
requirement is zinc sheet, have so far found no difficulty in 
obtaining their usual supplies from Belgium, but costs are, 
of course, rising rapidly and exports may be affected. 

Most of Hongkong’s factories are dependent upon Empire 
markets. They are subject to inspection by Hongkong Gov- 
ernment officials, and in many cases have to submit their 
books for costing purposes to recognised firms of accoun- 
tants. In the case of the knitting industry there is also a 
system of certification by the Hongkong General Chamber 
of Commerce, in order to check any malpractice in the use 
of non-Empire cotton yarn. These checks and counter-checks 
go a long way towards ensuring that the prescribed degree 
of Empire material is obtained; and, in addition, the United 
Kingdom Customs maintain their own register of recognised 
Hongkong factories, the costings of which have been sub- 
mitted and approved. It is a tribute to the adaptability of 
the Chinese Hongkong manufacturer that he has been able 
to conform, in most cases, to a regimentation which is 
foreign to his individualistic nature. Moreover, he is subject 
to factory regulations which may exist on paper in his own 
country, but are, in fact, never enforced as strictly as they 
are in Hongkong. Looming before him, too, is legislation to 
be enacted in due course with the aim of raising the status 
of factory labour. His overhead costs will rise. But, although 
there are still many primitive establishments conducted on 
an uneconomic basis, there is no doubt that the manufac- 
turers who have the lion’s share of the export trade are those 
who have looked to the welfare of their workers. 


December 22nd. 


Portugal’s Increasing 
Exports 


| FROM OUR LISBON CORRESPONDENT | 


PROVISIONAL figures for Portugal’s exports for September- 
October show a marked rise on previous months. They are 
135,904 contos and 150,411 contos respectively, against 
January-August’s monthly average of 98,345  contos 
(1 conto = £10). 

Increasing shipments to the United Kingdom and the 
United States head the list; exports to France have dropped 
considerably; next to nothing has gone to Germany. Except 
for foodstuffs, a section showing sharp differences due to 
local controls, the increase touches all Portugal’s exports 
save Olive oil. 

Imports from Great Britain show a sharp decline, being 
12,798 contos in October, as against 44,273 contos in October, 
1938. For French and German goods during the same month 
figures are halved as compared with the monthly average 
of 1938; they are 6,926 contos and 12,450 contos, as against 
12,334 contos and 26,197 contos. Imports from the United 
States continue to take first place, especially with goods. 
Apart from the coal trade, British interest in this market 
appears to be lukewarm; this is deplored by local firms, which 
realise what opportunities for regaining lost ground are 
being missed. Portugal’s trade prospects are brighter than 
they have been for many years; it will be regrettable if they 
are not used to strengthen her friendship with Great Britain. 


December 20th. 
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TO EMPLOYEES 
AND EMPLOYERS 





HAVE YOU FORMED A 
NATIONAL SAVINGS 
GROUP YET? 


HAVE you realised how much even a shilling a week 
saved can contribute to achieving Victory? Money 
is going to be an even more powerful weapon in this 
war than in the last. If everybody in the country 
saved only |/- a week, it would mean that more than 
£100,000,000 a year would be raised in these small 
contributions alone. Surely that makes your regular 
weekly saving worth while! And if you play your 
part, you will give the lead to scores, maybe 
hundreds, to play theirs. 


But the wi// to save is not enough. You also 
need the way to save. The best way to save small 
sums is through a National Savings Group. Through 
such a Group you may save for the purchase of 
National Savings Certificates by instalments, or for 
making deposits in the Post Office Savings Bank 
or a Trustee Savings Bank. A National Savings 
Group may be formed wherever people come together 
for work or play. 


If there is not already a Savings Group in your 
works, office, store or shop, make it your business to 
form one or to see that somebody else does. Talk to 
your colleagues, your foreman, your manager and 
regard it as your job to get things going. Groups are 
easy to organise and simple to run and The National 
Savings Committee will gladly help you to establish 
a scheme. 


Employers can give special help because it is at 
their places of employment that most people come 
together. It is at their places of employment that 
they receive their pay and it is there that the desire 
and the opportunity to save can most readily meet. 


WRITE TODAY FOR INFORMATION ON HOW 
TO FORM A SAVINGS GROUP TO THE 
NATIONAL SAVINGS COMMITTEE, LONDON, S.W.1 


LEND TO DEFEND 
THE RIGHT TO BE FREE 


ISSUED BY THE NATIONAL SAVINGS COMMITTEE 
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Germany at War 


(An objective account of economic trends in the Reich compiled weekly by 
the editorial staff of The Economist from German and neutral sources.) 


TuHE controlled economy built up for the creation of the 
highest possible war-potential is often referred to by Nazi 
authorities as “ German Socialism.” Economically, “German 
Socialism” is characterised officially not only by a new 
social policy but also by planned production and distribu- 
tion. 

In their annual surveys German publicists maintain that 
war-economy makes collaboration between employer and 
employed—the “‘ true foundation ” of “German Socialism ” 
—even more important. With the mobilisation of millions of 
workers, sacrifices in civilian consumption will provide the 
supreme test for “German Socialism.” The socialist task 
during war is defined simply as a combination of social 
justice with the right kind of stimulant for private enter- 
prise. Family allowances for soldiers must be differentiated 
according to the standard of living of each soldier. War 
profiteering in incomes or wages must be prevented. 
Additional wages are to be paid for higher output. 

Nazi propagandists are not content to confine this kind 
of socialism to Germany alone. The final aim is conceived 
in the establishment of socialist relations between all nations. 
Two reasons for this emphasis at once become apparent. 
At home the Nazi authorities have to console workers who 
are suffering a marked fall in their standard of living accom- 
panied by longer working hours. Abroad it would seem they 
are trying to bring their propaganda into some sort of line 
with the social ideology of Soviet Russia 

With the development of war economy, the weight of 
State-owned industries and of State control over all 
economic activity is bound to increase, and the misgivings 
of employers are doubtless growing. Control of raw 
materials, the capital market, and labour supply, combined 
with a rigid control of prices based on compulsory market- 
ing organisations, has been followed by the entire control of 
individual industries, including the machine-making, motor- 
car and coal-mining industries. The outbreak of war com- 
pleted this system of control by rationing civilian consump- 
tion, and this is now extended to a virtual control of all 
distribution. 


* * * 


Investment.—Since the outbreak of war share prices on 
the German Bourse have fluctuated only within compara- 
tively narrow limits. In August, 1937, the index of share 
prices reached the record of 115.73. During 1939 shipping 
and textile shares showed marked falls. Building, glass, 
pottery, and insurance company shares experienced slight 
losses, to be set against which were considerable gains in the 
lignite, potash, and chemical industries. The year 1939 pro- 
vided the interesting phenomenon of increasing dividends 
and decreasing share prices; this is partly explained by the 
sale of large quantities of shares by official banking institu- 
tions. At the end of the year, however, the general rate of 
share prices stood at about the January level. There is no 
doubt that investment revived to some extent when the first 
shock of the war had died down. The continuous fall during 
the first six months may be set down to the tightness then ex- 
perienced by many industrial undertakings and the steps they 
took to relieve this. Other causes were the issue of tax- 
certificates and increasing costs of production. The com- 
plete change of financial policy, by the suspension of the 
issue of tax certificates, and the decision tc maintain com- 
pany dividends, have favourably influenced share prices 
during the last two months. 

The little freedom which credit institutions have retained 
during the last few years is now abolished by a decree em- 
powering the Minister for Economic Affairs to take measures 
for reorganisation. The Minister may establish new banks, 
amalgamate existing banks, change their statutes, or wind up 
their affairs. 

War taxation does not yet seem to have reached its limits. 
The corporation tax has been extended by decree to all co- 
operatives except those concerned with agriculture. At the 
same time, discussion about savings takes a more definite 
turn towards some kind of compulsion, an idea discussed 
for the first time in spring, 1939, when a continuous rise 
in wages threatened to inflate demand for consumption 
goods. Experts now recommend the introduction of savings 
Certificates similar to those issued in Great Britain. 


Raw Materials.—In 1938 Germany imported 1.5 million 
tons of scrap iron; and, in addition, every bit of scrap iron, 
including the railings in front of houses, was collected. At 
present there are conflicting reports about the supplies of 
scrap iron and iron ore. Another intensification of the cam- 
paign for collecting scrap iron is taken to mean that there 
is already a serious shortage. German papers point out, how- 
ever, that the wholesale destruction of bridges, railways and 
buildings in Poland has provided ample supplies of scrap 
iron. The windfall in conquered Poland of additional zinc 
supplies, which increased Germany’s zinc capacity by 
111,000 tons, from 194,000 tons to 305,000 tons, has resulted 
in a new decrv: which orders that zinc is to be substituted 
wherever possible for copper, of which Germany can only 
produce a fraction of her needs. 

Another difficulty is the shortage of raw material for 
leather. This is clearly revealed by the rationing system for 
new shoes and boots, and by the acute shortage of leather 
for repairs. 

- - . 


Transport. —The laying down of Autobahnen is to be 
suspended. Under war conditions road-building will concen- 
trate on secondary roads and the repair of Autobahnen already 
in use. The use of asphalt is no longer possible, and wherever 
possible road metal, stones, and cement must be supplied 
from quarries and factories in the area where roads are 
being built. Transport difficulties have still to be overcome. 
More use is being made of inland waterways. There are 
further reports about the amalgamation of shipping com- 
panies, and of new reductions in freight rates on inland 
waterways. In the Ruhr a number of tramcar companies 
serving the area between Dortmund and Duisburg are to be 
centralised in order to save material and personnel. 

Working conditions and social policy are still front-page 
news, A new decree exempts overtime pay from the income 
tax increase of 50 per cent. More free time for married 
women workers is thought to be necessary, and some fac- 
tories are already granting to married women a day off every 
second week. Field-Marshal Goering has issued an appeal 
for higher efficiency through improved technical training. 

* * * 


Foreign Trade.—In trade discussions with Turkey a 
temporary agreement has been reached. Turkey will supply 
goods to the value of 4 million Turkish pounds against 
supplies from Germany amounting to 2 million pounds, the 
aim being to reduce the Turkish clearing deficit. Foreign 
trade with Greece shows some improvement during Novem- 
ber. German newspapers are betraying some nervousness 
about the trade activities of Great Britain and France in 
South-Eastern Euro De. 

Another German trade delegation is now in Moscow in 
order to settle details in the trade agreement between the 
two countries. The Press reports that transports across the 
new German-Russian frontier have begun; complete trains 
of Russian mineral oil and cereals are said to be on their 
way. Transport from Roumania through Russian-occupied 
Poland is also in progress, but oil transport on the Danube 
is suspended for the icebound months. 

According to German papers, Poland’s economic recon- 
struction for the benefit of Germany’s war economy is 
rapidly going ahead, Some 50,000 Baltic Germans have now 
been settled in the Warthe Gau. A special trustee institute 
has been empowered to grant credits to these settlers up to 
a total amount of 100 million Reichsmarks. Preparations for 
introducing the German system of compulsory marketing 
organisations are fairly advanced. 

Neutral reports from Germany maintain that the lack of 
certain high-quality foodstuffs is resulting already in an 
increasing number of cases of “ night-blindness ’—the in- 
ability to perceive artificial light. “ Night-blindness ” is the 
result of lack of Vitamin A, contained in milk, butter, cheese 
and eggs, of which only small rations are available. German 
papers maintain, however, that no lack of Vitamin A 
exists now that the manufacture of ample supplies of arti- 
ficial Vitamin A is being undertaken by the chemical in- 
dustry. Nearly one-third of German doctors are serving 
with the army, and the lack of doctors has much reduced 
the quantity of prescribed medicines. Consumption of patent 
medicines, on the other hand, has inuch increased 
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Letters to the 


Export Policy 
TO THE EDITOR OF THE ECONOMIST 


$1R,—The stimulation of our export trades, as your recent 
articles have so clearly demonstrated, is as vital to the 
safety of the country and to the winning of the war as is the 
provision of armaments. We are exhorted by our political 
leaders to increase exports; but what practical steps are 
being taken to achieve immediate results? Our leading indus- 
tries are subjected to controls exercised either by the Ministry 
of Supply or by the Ministry of Food. The Controllers of 
the main export industries, such as cotton, wool, iron and 
steel manufactures, coal, etc., have been appointed by the 
Ministry of Supply and it would appear that their main 
function is to ensure adequate supplies for the Services. 
Their functions should be twofold: — 


(a) to provide materials for the conduct of the war, and 
(6) to provide exchange by means of exports—the 
“golden bullets” to finance the war, 


each of equal importance. As these controls are now func- 
tioning, they are damaging the export trades, inasmuch as 
they are concentrating almost exclusively upon the supplies 
for the Services. 

There is no direction in which exports could be more 
readily increased than by assisting the export of textile 
goods. Prior to 1914 the export of textile goods (cotton, 
wool, etc.) represented 28 per cent. of our total exports and 
43 per cent. of the total of articles wholly or mainly manu- 
factured; in 1920 these proportions rose to 37 per cent. 
and 52 per cent. respectively. Even as late as 1937 the export 
of textile goods represented 21 per cent. of our total exports 
and 31 per cent. of the total of articles wholly or mainly 
manufactured; and although in the first half of 1939 the 
figures had fallen to 18 per cent. and 25.6 per cent. re- 
spectively, the world’s demand for textile goods is as great 
as ever it was. 

By far the largest proportion of the textile exports con- 
sists of cotton yarns and manufactures. A wide market exists, 
but it is being served by other nations, such as Japan and 
Italy. There is no question of our goods being acceptable if 
we can offer them at a price competitive with that of these 
other supplying nations, This can only be done by a depar- 
ture from normal commercial principles, as the writer of 
your articles on exports suggests in the fifth of his series. 

In this article he advocates that the Government must be 
prepared to spend public money to stimulate exports. | 
suggest that the application of this principle to the 
cotton industry would yield immediate results. I look 
upon such assistance by means of a subsidy for the 
cotton industry as a premium for acquiring foreign ex- 
change, and, even if it were all loss, it is worth paying a con- 
siderable premium to achieve this—not that I agree that it 
would be all loss. We should be putting into full employment 
Operatives now unemployed and capital equipment already 
in being and standing idle, and so save unemployment pay, 
earn a return on this capital, and reduce the cost of produc- 
tion to a degree that is not generally appreciated; and, 
having once done this, its value would be such that we 
should never go back—after learning how great the results 
were. 

To get the greatest value for the expenditure, the sub- 
sidies would have to be discriminatory as between country 
and country and between one class of goods and another, and 
would have to be applied under the guidance of business men 
intimately acquainted with the respective markets. The 
volume of trade so rendered accessible should not be in any 
degree measured by the very diminished amount existing 
before the war broke out. 

Admittedly, we cannot expect to recover our export trade 
in those countries which have established on a large scale 
producing industries of their own. If we offered our goods 
even at a price below their own cost of production, their 
Governments would increase their tariffs in protection of 
their own industry. We could, however, recover a large part 
of our exports to neutral countries—those mainly engaged 
in producing raw materials, timber, mineral ores, food- 
stuffs, etc.—provided we could offer goods of equal quality 
at prices as low as those of other competing countries. 

If such action is taken and subsidies are used to expand 
the export of cotton goods, it is essential that profiteering 
Shall be eliminated so as not to defeat the object, and that 
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each section engaged in the industry should accept control 
of its prices. We are all required to make sacrifices and to 
accept control and limitation of our own individual interests, 
but the cotton industry can look for some return from a 
limitation of its profits in an enlargement of the total volume 
of its business. As a basis for such maximum prices, I would 
suggest that which was arrived at in the discussion on the 
Enabling Act in the Committee of the House of Commons 
as the maximum limit for compulsory minimum prices. 
The question of providing the cost of subsidies is a 
matter for the Treasury. Before the outbreak of war many 
of us advocated giving a lead to the Government in using 
this weapon of our competitors by ourselves instituting a 
levy on all the sections of our industry; but the position is 
changed. The emergency is now so urgent that immediate 
action is needed on a full scale, which only the Government 
can provide, and it is for the Government to deal with it. 


Yours faithfully, 
GEORGE DOUGLAS, 
Managing Director, 
The Bradford Dyers’ Association, Ltd. 


TO THE EDITOR OF THE ECONOMIST 


Sir,—In your highly comprehensive survey of Britain’s 
export trade the negative and detached attitude of the 
Government was indicated in more than one article. Atten- 
tion was drawn to the obstacles and complications with 
which the export merchant was faced instead of the en- 
couragement and often guidance which he had every right to 
expect. It is indeed pathetic that this apparent attitude of 
the Government has been noticed further afield—by one of 
our best customers, who was driven to seek fresh sources of 
supply. 

A Southern Rhodesian correspondent has forwarded me a 
copy of a letter which the British Trade Commissioner felt 
impelled to address to that colony’s press owing to wide- 
spread inquiries and purchases from neutral countries. 
“‘Local merchants,” he wrote, “believing that export 
restrictions, etc., in the United Kingdom make it difficult 
or impossible to obtain their requirements from their normal 
sources of supply, are making inquiries with a view to 
importing from other countries.” 

Commenting upon this letter editorially, The Rhodesia 
Herald considered that it was “‘ impossible to allocate all the 
blame for the misunderstanding to the Rhodesian merchant. 
He was confronted with a truly formidable list of goods, the 
export of which from Great Britain was prohibited, or only 
allowed under licence. It was only natural to assume that 
the British Government preferred that those articles should 
be kept in Britain: and it would be a natural sequence for 
the Rhodesian merchant to conclude that, export of these 
goods from Great Britain not being encouraged, it was quite 
in order for him to buy from other countries.” the 
leader adds: The initial mistake of the British Board of 
Trade, in not elucidating the position when the list was 
promulgated, “‘ having now been rectified, and the process of 
issuing export licences, either general or special, having 
been expedited, it is to be hoped that the preference for goods 
of British manufacture will become stronger than ever.” 

It may be wondered what is the position in territories 
outside the Empire, where the press is less obliging and both 
enemy agents and foreign competitors less zealous to remove 
similar misunderstandings. 

Yours faithfully, 


London, N.W.3. HAROLD SOREF. 


[Sic] 
TO THE EDITOR OF THE ECONOMIST 
S1r,—Will you please include a wine list in your next 
edition? I do not expect to find in a paper with your repu- 
tation four pages a week devoted to advertisements for 
French wines, cognacs, etc. This gross extravagance in futile 
advertising conflicts directly with the needs expressed in 
your columns for the elimination of unnecessary expendi- 
ture and work, and is, I think, a matter calling for atten- 
tion by the Parliamentary Committees. 
Yours obediently, 
J. I. MASON. 
Marple, Cheshire. 
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THE BUSINESS WORLD 


Boom in Cotton Shares ? 


O recount the history of the cotton textile industry 
in Great Britain during the last twenty years demands 
the pen of a Gibbon. The causes of the industry’s troubles 
have been so often diagnosed—particularly in Lancashire 
—that all that need now be said as preface to a review of 
prospects for the leading shares is that the problem 
throughout has been largely overshadowed by force 
majeure. This is not said in extenuation of Lancashire’s 
acknowledged past errors of tactics and strategy—her 
reliance on an individualistic sword that would not save, 
the relative rigidity of her post-1920 plant and labour 
policy, her vacillation between the rival ideals of cut prices 
and maintained selling margins, the greater readiness of 
sume producers to sign agreements than to observe them, 
et hoc genus omne. The destiny of industries, as of men, 
is determined by heredity and environment, and both 
turned traitor after the last war. What really gave finality 
to Lancashire’s trading losses was the fact that some of 
her best pre-war markets became her worst post-war com- 
petitors, by setting up large-scale indigenous textile indus- 
tries, served by workers whose lower wage and living 
standards more than compensated for their disparity in 
skill. 

The following table gives a succinct statistical analysis 
of the industry’s declining fortunes in the period between 
the last war and the present one, all the intermediate dates 
chosen being temporary “peaks” in an Avernian land- 
scape : — 


COTTON TEXTILES: SOME SIGNIFICANT FIGURES 


1927-29 ” 
Pre-1914 1920 (av.) 1937 1938 
Raw cotton consumed :— 
(Thous. bales) 
Great Britain ....... 3,384(a 2,904 2,884 2,213 
a. eee 17,800(a 26,000 | 28,600 | 26,400 
Great Britain as per cent. of 
| ae 19-0 11-2 10-1 8-4 
U.K. exports of cotton piece- | 
goods :— 
Volume (million yards . | 7,075(b)) 4,435 3,974 2,023 1,448 
Value (million £) ........ 97-8(6)) 315°7 105°5 44-8 {| 32:0 
U.K.: Nos. employed (thous ase | ; 497 368 251 
Index Nos.: 1927-29 = 100— 
Cotton consumed :— 
i TED oksccsssssees 117 ‘ 100 99 76 
SPREE ecavcues iibebennannie 68 si 100 110 102 
U.K. exports :— 
TD scbscsesees | ceisadinietis 178 112 100 51 36 
Value i oleae eileen 93 299 100 2 J 
De IE i vccnccscnvonnses on ek 100 74 ! 
~ (a) Year to August 31,1911. —«(6):1913. 


Leaving aside the year 1938, when recession was world 
wide but temporary, it is clear that the root of Lancashire’s 
difficulties has been inability to hold not merely a pro- 
portionate, but even an absolute share of an expanding 
world market. To this result relatively high export prices 
may have contributed in the nineteen-twenties, but hardly 
in the thirties. Actually the more recent figures, as they 
stand, do less than justice to Lancashire’s own efforts, as 
examination of the table in the next column suggests. 
The amount of raw cotton consumed in Great Britain 
has not fallen off, since 1927-29, to anything like the same 
extent as have piece-goods exports. In other words, there 


has been some compensation in the home market for losses 
in the export trade. Again, the ratio between cotton con- 
sumption and the numbers of insured workers employed 
in the industry has been steadily rising in the last decade. 
Efficiency has been increasing. After the sharp setback of 


ar INDUSTRY : RECENT HISTORY 
(Average 1927-29 = 100) 


Piece Goods 


Raw Exports | Volume of Cotton 

Cotton | Exports | consumed 
consume TT. - 

(Great Value — Numbers 

Britain Volume _ per Linear | < conmaed employed 

OD Rete 

BS 100 100 100 | 100 100 
1930 pane 70 63 92 90 106 
1931 76 5 77 59 116 
1932 ‘ 78 58 70 i 74 11] 
1933 os 54 53 71 ' 63 112 
SE ssiieaninigs 84 52 72 61 117 
1935 : : 90 5) 73 560 130 
1936 96 50 75 52 136 
1937 99 5] 82 51 136 
1938 ‘ 70 36 82 48 153 


1938 the industry’s prospects were improving before the 
present war started, and since last September progress has 
been accelerated. The maintenance of large-scale war 
demand from the fighting and auxiliary services should 
more than offset any decline in civilian consumption as the 
war proceeds. And the Stock Exchange has already shown 
marked willingness to discount part of the fruits of this 
improved outlook in advance. 

Many of the cotton textile shares best known to the 
general (as distinct from the local) investor have a peculiar 
feature which on the whole has operated in the investor's 
favour in recent years of trial. They are not really repre- 
sentative of the general run of firms in the industry. The 
chief exceptions are the securities of the Lancashire Cotton 
Corporation, which for the last ten years has been doggedly 
proceeding with its task of buying up, closing down and 
rationalising units in the depressed American spinning 
section—with what recent success is displayed in the latest 
report, which is given detailed discussion on page 28 of 
this issue. For the rest, however, the leading shares quoted 
in London tend to be those of large group organisations, 
working in branches like textile finishing and thread- 
making rather than spinning or weaving. The creation of 
these groups was the result of an earlier rationalisation 
movement, which occurred as long ago as the turn of the 
last century. By the time depression came, many of these 
companies, consequently, had accumulated strong financial 
reserves, whereas the merger concerns of the 1914-20 boom 
were waterlogged before depression began. If investors are 
prepared to confine themselves to the period of the present 
war, they may find the securities of these large pre-1914 
concerns particularly interesting at the moment. In the 
following table the trend of the trading profits of four such 
concerns during the last decade is set out in index number 
form, together with the actual sterling figures of the 
Lancashire Cotton Corporation. 

At first sight, certainly, the picture seems anything but 
inspiring. Only two companies, on their latest figures, are 
earning and paying their preference dividends and making 
a moderate distribution on their ordinary capital. Of these, 
the Lancashire Cotton Corporation undoubtedly shows 
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TREND OF COMPANY EARNINGS 
oe : 








J. and P Calic | Fine Lancashire 
Company ......... “Cor | Prit — Bleachers | Cotton Cotton 
ae | (Sener | Spinners | Corpn. 
— | | 
When Registered | 1890 (a) | 1899 1900 | 1898 1929 
atniaimnlanneal -——_ — | 
| ; — | Spinning 
| Thread Printed Bleaching | “P24 | Founded 
| manufac- | and dyed of cotton, | doubling | re 
oy re re , g a ° 
Business . - ture (80% | fabrics rayon and | (ai59 rope | rationalise 
of U.K. | (including preparation) and twine | spinning 
|production| silk and of | manufac- | industry 
\| exported) rayon) cellulose ture) 
ences wisiaihinnicananaaiay 
Trend of trading | . s 
profits (1929 = 100 | (Thous. £) 
SE  -dxsusectusivags 100 LO0(b 100(c) | 100(c) (e) 
 Sctsnustessehon 58 92 42 | De. @ Dr. 141 
a Se ae 65 45 40 | 6 Dr. 311 
SE Seecsucvecsscce: | 72 84 43 Dr. 0:005 Dr. 362 
ED: sciences 1 82 81 30 | 23 Dr. 62 
1934 puenecoecewan 79 87 34 | 18 36 
a 65 72 34 | 33 57 
1936 ee Siessi 59 61 39 | 44 128 
1937 sunmanende 638 81 37 | 50 593 
1938 a, 50 52 an 35 289 
EOOY cacisiekteusns es 44 558 
Lowest Index figure | 
to cover (d)}— | 
Full pref. ord.... | 13 82 4d | 52 303 
5% GO GIG: cece: 36 95 59 | 91 386 
| 


a) Founded earlier. Amalgamated three other companies, 1896. (6) Years 
to June 30. _ (¢) To March 31st ot tollowing year. (d) Presuming deductions 
tor depreciation, etc., as in most recent accounts. (e) To October 31st each 
year. 


encouraging evidence of an upward profits trend. But un- 
favourable world conditions have prevented J. & P. Coats, 
with its vast international organisation, from achieving 
recent profits comparable with those of the late ’twenties. 
All the other combines shown in the table have been badly 
hit, and not one of them, in its last completed year, was 
within sight of covering its preference dividend. If 
wartime recovery is maintained, however, the susceptibility 
of these companies’ earnings to wide fluctuation may 
become an asset, instead of a liability, for the investor—as 
long as prosperity lasts. In that event, the case for specula- 
tive investment in these “ depressed preference ” shares, 
and possibly even their ordinary stocks, may merit 
consideration. 

The last two lines of the table give a useful idea of the 
extent to which earnings must rise to cover, first, a year’s 
preference dividend (exclusive of arrears) and, secondly, 
a small ordinary dividend on the capital of Calico 
Printers, Bleachers and Fine Cotton Spinners. Examina- 
tion of the figures shows that whereas Fine Cotton 
Spinners came only once in recent years (in 1937) within 
sight of covering its full preference dividend, Bleachers 
achieved or nearly achieved that distinction three times 
in 1930, 1931, 1932) and Calico Printers five times (in 
1930, 1932, 1933, 1934 and 1937). For closer examination 
of the wartime capital appreciation possibilities of all five 


companies’ securities the following figures may be 
helpful: — 
CAPITAL: STATUS, PRICES AND YIELDS 
| ; Lan- 
! — 
J. and P. Calico alae a cashire 
| Coats Printers = Spinners a 
orpn. 
** First’ Exten- 
Debentures | sion”’ 
Rate of interest 
Oe chen ' 4 4 4 4 5 
of latest year’s 
profits taken (a) 144 120 87 87 13 
Present price 74 711 691 65lo 1021 
Yield (°%) 5°41 6°29 5-75 6°10 4°88 
| 
Preference oh"? ao i Pref. |Pfd Ord 
Rate of divd. (%) 6cum.|}6cum. 5 cum. | 5!) cum. 5 cum. | 5 cum. /5non-cum. 
No. of years in y : 
arrear ..... | None | None 4 6 854 854 None 
of latest year’s 
profits to pay 
full div’nd (a) 15 | 26 188 161 148 167 54 
Price wee» 126/101] 25/71 12/9 11/- 15/- 10/- 21/9 
Yield (%) ... | 4°47 | 4°68 an aa 4°60 
Ordinary 
Last dividend | 1 
paid sconces |) | ROD 1928/29 | 1929/30 1929/30 1939 (« 
Denomination... | £1 stock £1 stock £1 stock £1 stock £1 stock 
, eer 37/- 8/3 5/410 T/1Llo 20/71lo 
WOE cancccnas 5-41 (5) a ae as 7:26 


a) Trading profits and other income as shown in preceding table. Percentage 
of total required for one year’s full service. (6) For 1938, earned 8:2 per cent. 
and paid 10 per cent. (c) Maiden dividend of 712 per cent. paid for 1939. 
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Since the capital reconstruction scheme of Lancashire 
Cotton was carried through, early in 1937, the Corpora- 
tion’s debentures have been relatively well secured. The 
stock can be regarded as a good “ mixer,” with a satis- 
factory yield, for a well-distributed investment portfolio. 
The preference shares of J. & P. Coats are in a class 
by themselves. They have the equivalent of a first charge 
on net profits, and their ample cover explains their present 
yield of well below 5 per cent. Lancashire Cotton prefer- 
ence is less well covered, but the progressive trend of 
earnings tells in its favour. The “ depressed preferences ”’ 
of the other companies all stand at a heavy discount. The 
market, in fact, has not yet ventured on an optimistic 
reading of their chances of receiving dividends again 
during wartime. Nevertheless, there is a certain symmetry 
about the market’s valuations. It may be presumed that 
all these “depressed preferences” would be standing 
somewhere near par if they were receiving full dividends. 
A share like Bleachers 54 per cent. cumulative preference 
or Fine Cotton Spinners 5 per cent. cumulative preferred 
ordinary, whose complete dividend coverage presupposes 
an increase of about two-thirds in last year’s total trading 
profits, is valued in the market (inclusive of dividend 
arrears) at about half its parity, while a share like Fine 
Cotton Spinners 5 per cent. cumulative preference, which 
would be covered if profits increased by only one-half, 
stands at around 75 per cent. of parity. A price of 12s. 9d. 
for Calico Printers 5 per cent. cumulative preference, 
whose full dividend payment presupposes virtually the 
doubling of 1939 profits, reflects the better maintenance 
of this company’s earnings than the others in earlier years. 

It is, in short, shares like these which carry the real 
wartime “equity” of the depressed textile companies. 
The ordinary stock of J. & P. Coats ranks among the 
seasoned, widely held, blue chip leaders, and it obviously 
has nothing like the speculative prospects of the less 
“respectable” shares of the other companies. Although 
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in most cases E.P.T. may become payable before current 
payments on depressed preference shares are covered 
(unless some concession is made in the next Budget to 
industries with depressed base periods), there is a fair 
speculative chance that the revival necessary to bring de- 
pressed preference shares back into the earnings zone may 
be forthcoming before the war ends. Whether it will be 
sufficient to cover repayment of the formidable arrears of 
dividends which have piled up in recent years is, however, 
another matter. Indeed, the present market price for the 
ordinary stocks is defensible, if at all, only on the ground 
that, if a really striking resuscitation of earning power is 
achieved, preference arrears will be refunded on relatively 
advantageous terms. The ordinary stocks, in fact, are a 
gamble (with relatively high stake money), certainly on a 
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wider measure of recovery than is yet in sight, and prob- 
ably on its continuance after the war. The latter possi- 
bility, at this stage at least, is wholly problematical. ‘The 
cotton textile products most in demand in wartime are not 
necessarily those which will fare best in post-war com- 
petition, and the war’s effects on wage rates may be the 
reverse of helpful to the process of cost reduction on 
which, before the war, Lancashire was basing her painful 
but promising efforts to set her house in order. A moderate 
risk, for the speculative investor, may be justified for the 
war’s duration; but an option on the indefinite continuance 
of a boom which has yet to come about may prove costly in 
the end. And, whether the war be long or short, investors 
should be prepared to re-examine their policy on its 
conclusion. 


A Decade of Industrial Change 


HE manifold changes of the past decade have left an 

indelible mark on Britain’s economic make-up; the 
major trends are clearly reflected in the industrial and 
geographical shift in the great mass of the working popu- 
lation which is insured against unemployment. The rele- 
vant data are obtained from the exchange of unemploy- 
ment books which takes place early in July each year; 
it must be noted, however, that they relate to the number 
of persons insured and not to those actually in employ- 
ment on the date of the exchange. There have been many 
changes, since 1929, in the administration of unemploy- 
ment insurance and its scope has been considerably 
extended. (The Insurance Acts now apply to virtually the 
whole working population aged 14 to 64. The principal 
exceptions are private domestic servants, nurses, non- 
manual workers earning more than £250 per annum and, 
subject to certain qualifications, teachers and the police 
forces; employees of public and local authorities, railways 
and public utility companies may, in certain circumstances, 
also be excepted.) For the sake of comparison, juveniles 
aged 14 and 15 and agricultural workers who were not 
insured by the Acts in 1929 have been excluded from the 
figures given in this article. No allowance has been 
made, moreover, for persons unemployed on the relevant 
dates. The figures, therefore, show the numbers of workers 
attached to the different industries, not those actually 
employed. 

In the nine years from 1929 to 1938 the total number 
of insured persons aged 16 to 64 in the United Kingdom 
rose from 12,094,000 to 13,905,000. To carry the figures 
on to 1939 involves the complication that they now in- 
clude certain categories of domestic workers who were 
not previously insured. But on the assumption that the 
number of these persons did not change between July, 
1938, and July, 1939, there was a further increase of 
202,000 in the grand total in the last year of the decade. 
The increase over the whole ten years is no less than 
16.6 per cent. 

The first table shows how the United Kingdom’s work- 
ing population is distributed among the principal occupa- 
tions, as well as the broad changes in the relative import- 
ance of the main groups of industry between 1929 and 
1939. Much the most significant change between 1929 and 
1939 (both were years of active business) is the decline in 
the relative importance of the so-called productive indus- 
tries. In July, 1939, the number of insured persons in 
these industries represented only 65.0 per cent. of the 
total insured working population, against 68.8 per cent. 
in July, 1929. No less than 35 per cent. of the insured 
population was therefore engaged in transport, distribu- 
tion, finance and other “ non-productive ” industries last 
year, compared with 31.2 per cent. in 1929. Despite the 
decline in the relative importance of the “ productive 
industries,” the absolute number of persons engaged in 
them, however, showed a further increase of 11.9 per cent. 
between 1929 and 1939, compared with one of 28.0 per 
cent. in the other industries. Within these two main cate- 
gories there were a number of important changes. In the 
category of “productive industries” the number insured 


in mining and quarrying (chiefly coal-mining) showed an 
absolute reduction of no less than 20.2 per cent., while 
those engaged in building and contracting and in public 
utility companies showed an increase well above the 
average for all industries. Among other industries, the 
number of insured persons engaged in miscellaneous 


DISTRIBUTION OF INSURED PERSONS BY INDUSTRIAL GROUPS 


Number Insured, Per cent. of Total 























July, 1939 Number Insured 
Industrial Group 
Change ; , , Change 
rhous. since July, July, sinc 
1929 - 1929 
Productive Industries :— % % % 
UU” : 31-9 + 15-2 0:2 0:2 
Mining, quarrying ............... 942°9 20:2 9°8 6°¢ 3-2 
Manufacturing ..... é 6,705°1 +12°5 | 49:3 | 468 2:5 
Building and contracting : 1,405°1 41°9 8:2 9:8 1-6 
Gas, water, electricity ......... 222°5 + 37°3 1:3 1-6 0-3 
MONEE, > iieanbesinanee 9,307°5 +11-9 | 68-8 | 65-0 3-8 
Other Industries :-— 
Transport, communication, 

storage, distribution 2,982 °5 +20°0 | 20'6 | 20°8 0-2 
Commerce, banking, insurance, 

BED siccnsbeceansneneensae sai 272:7 +19°3 1:9 1-9 
Miscellaneous services ........ 1,071 6 +47:‘6a) 5°5 7°56 2 0b 
National and local government 687-6 +50:°4a! 3:2 4°86 + 1 66 

WUE. Kuvasdas 5,014°4 +28:O0a 31:2 | 35:0 + 38 











All Industries ..... 14,322-0 +16°6a100°0 100:°0 


(a) Domestic workers who became insurable in April, 1938, are chiefly in 
the “* Miscellaneous services”? and “‘ National and local government” groups. 
For purposes of comparison these workers have been excluded on the assumption 
that their number was the same in 1939 as in 1938. 

(6) No allowance made for inclusion of domestic workers since 1938. 


services and in national and local government last year 
was no less than 50 per cent. greater than ten years 
earlier. 

Scarcely less important than the change in the relative 
importance of individual industrial groups during the past 
decade, and partly a consequence of it, is the shift in the 
geographical distribution of industry. How extensive the 
shift has been is revealed in the next table, showing 
changes in the geographical distribution of persons insured 
against unemployment : — 

GEOGRAPHICAL DISTRIBUTION OF INSURED WORKERS 
(excluding those insured under Special Schemes) 





Administrative Division July, 1929 | July, 1939(a) ——-.., 
(Thousands) (Thousands) % 
NE cn cos tao dah wnuinn sn 2,346 2,992 27:°5 
DOE oc cccccccccccese 830 1,128 35:9 
SS 792 1,027 +29°7 
OO eee : oe 1,772 2,145 21:0 
eee aieatan 1,308 1,481 13-2 
North-West ......... ceinnetaitcen 2,056 2,185 6:3 
SS . “enpseases — 3 743 814 9-6 
DD. scecenassacesspesess 1,270 1,461 15:0 
DL, ajcttbdemsnedusmiensieke : . 583 628 7:7 
Northern Ireland .......... ‘ 258 300 16°3 
United Kingdom .... 11,958 14,161 + 18-4 


(a) The figures for 1939 include those domestic workers who became insurable 
in April, 1938. 

The table shows the remarkable growth of industry in 
the Southern half of Great Britain during the past ten 
years. In London, South-East and South-West England and 
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in the Midlands the increase in the number of insured 
persons is well above the average. In all other parts of 
the country it was well below the national average. Never- 
theless it is worth noting that in none of the ten admini- 
strative divisions has there been an absolute decline in the 
number of insured persons. The concentration of industry 
in the Southern part of Great Britain is due, in no small 
measure, to the growth in the relative importance of the 
home market during the past ten years and the increase 
in the number of “ light” manufacturing and service in- 
dustries consequent upon the rise in the standard of living. 

It may be interesting to carry the analysis a little further 
by showing what happened to a selected number of im- 
portant individual industries since 1929. This is revealed 
in the next table: — 

NUMBER OF INSURED PERSONS IN INDIVIDUAL INDUSTRIES 

(in Thousands) 


Per cent. of 


July, July, Change ont ne 
> 2 . 
1929 1939 from 1929 unemployed, 
Nov., 1939 
E. xpanding Industries— 6 

Chemicals ..... : 105°9 118-2 11:6 4:2 
Steel melting and rolling a 178:7 188-9 5-7 5:9 
General engineering....... ; 586°7 661-7 12:8 3-4 
Electrical engineering ...... 84:4 122:9 45°5 2:6 
Motors, cycles, aircraft...... 245°4 459-2 87-1 4°8 
Electric cables, apparatus, 

er ees 94:0 185°3 97:1 5-1 
IEE dn casxweadsacchukeassaun 105°8 120°8 14:2 3-0 
: >a 199-3 228-0 14°4 9-1 
ere 108-5 120-6 10:3 6:2 
Furniture ....... ioe 120°3 145:°0 20°5 11:4 
Entertainments, sport ; 74:0 156°5 111°5 24:0 
LMR GTISS .00cccceces ; 135°0 184°6 36°8 11-9 

Declining Industries— 

Coal mining ...... 7 1,074°7 $38°9 21:9 7:4 
Shipbuilding. . Giese 204°5 176°1 13:9 10°1 
Cotton textiles ............ 554-8 3781 31°8 8:1 
Woollen & worsted textiles 239°0 214:2 10°4 3-6 
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In view of the 16.6 per cent. increase in the total 
number of insured persons and the consequent expansion 
in total business activity during the past decade, declines 
in individual industries are the exception and increases 
the rule. In the case of the four big industries from which 
there was a substantial exodus of labour between 1929 
and 1939 (coal-mining, shipbuilding, cotton and wool 
textiles), the decline was in each case due to the loss of 
export markets; in coal-mining the reduction in the labour 
force was accelerated by mechanisation. 

Changes in the number of insured persons between July, 
1938, and July, 1939, were, of course, affected by the 
increase in defence expenditure. The increases were most 
marked in the motor, cycles and aircraft groups, and in 
public works contracting, national and local govern- 
ment service and engineering. On the other hand, the coal- 
mining, cotton and building trades, the latter after a 
long period of increase, lost a small part of their labour 
forces. 

So much for the broad industrial tendencies reflected in 
an analysis of changes in the number of persons insured 
against unemployment between 1929 and 1939. These 
figures, however, show only one side of the picture. The 
other side will only be revealed, and then only partly 
owing to the absence of data relating to capital expendi- 
ture, when the results of the Census of Production for 
1940 (if it is taken in that year), giving information on the 
quantity and value of output and on the output per head, 
become available. Unfortunately, the war finds Britain 
faced with the necessity of transferring the largest possible 
proportion of her labour force to the production of 
military equipment. This will naturally tend to disturb the 
industrial trends of the past decade which have brought 
an appreciable rise in the standard of living. 


Finance and Banking 


An Easy Year End.—The turn of the year in the 
money market proved almost as easy as had generally 
been expected. ‘The market was helped by a considerable 
volume of Treasury bill maturities on Saturday, the last 
working day of the year, while the clearing banks, their 
position eased by their sales of short-dated bills to official 
quarters, indulged in no appreciable calling from the 
market. If, in spite of these two factors, any house needed 
special assistance, it was readily available through the 
willingness of the Bank of England’s agents to purchase 
March bills at 1}; per cent. These last facilities proved 
welcome in one or two quarters which had shown some 
over-optimism in their preparations for the turn of the 
year. No recourse to direct borrowing at the Bank of 
England was thus needed. The highest rate paid in the 
market for accommodation over the week-end was 23 
per cent., while 14 to 2 per cent. appears to have been 
the more general level of rates for loans carrying the bor- 
rower from 1939 into 1940. Given the weight of the bill 
portfolio it was carrying, the discount market can there- 
fore congratulate itself on the cheapness with which it 
passed the turn of the year. With the arrival of 1940 a 
decidedly weaker tone has been apparent in the market. 
The clearing banks have reverted to the figure of 1} per 
cent. as their buying rate for the longest eligible bills, but 
the market appears to be a reluctant seller at this figure. 
As yet there has been no real test of rates, as the banks, 
having sold most of their January maturities to official 
quarters, have not yet returned to the market as keen 
buyers of bills. When they do they may have to reduce 
their buying rate further. The market’s reluctance to sell 
bills is in part due to the growing expectation that the 
clearing banks will soon reduce their minimum rate for 
short loans and that the discount rate will fall 
correspondingly. 

* * + 


The Floating Debt.—The incidence of the calendar 
makes the quarterly Exchequer return dated December 31, 





1939, a better point of departure for an investigation of 
the distribution of the floating debt than can usually be 
claimed for these documents. This is because, December 
31st falling on a Sunday, the whole of the maturities of 
and payments for Treasury bills due in the previous week 
had been effected by the time the return was drawn up. 
The published total of Treasury bills can therefore be 
accurately subdivided into bills issued through the tender 
and those issued through the tap. At the end of the year 
and of the penultimate quarter of the financial year the 
Treasury bills outstanding amounted to £1,469,885,000. 
Of this total £760,000,000 represented bills issued through 
the weekly tender and the balance of £709,885,000 were 
tap bills. Comparing this position with that of December 
31, 1938 (which, falling on a Saturday, renders an exact 
comparison of distribution possible), the total of Treasury 
bill indebtedness had risen by £484,300,000, of which 
{272,000,000 was contributed by tender bills and 
£212,300,000 by tap bills. This expansion, it should be 
noted, owes nothing to such nominal influences as the issue 
of additional dormant bills to the Exchange Equalisation 
Account. The borrowing powers of the Account have 
admittedly been derestricted, but there have been no indi- 
cations in the weekly Exchequer returns of additional bills 
being made available to the Account. Nor from reasonable 
estimates of the position of the Account would it seem 
likely that such an increase in its borrowing powers had 
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been needed at any period of the past year. The increase 
in the Treasury bill debt over the past year represents, 
therefore, a genuine borrowing operation. It has been the 
channel through which the deficit has been financed by 
borrowing from the banking system and by making avail- 
able to the Exchequer the surpluses accumulated in various 
extra budgetary funds to which tap bills have been issued. 


* * * 


‘Lhe latest figure of Treasury bills outstanding should, 
in accordance with precedents, prove the seasonal peak for 
the current financial year. On this occasion, however, pre- 
cedents will not be followed. A year ago the total of bills 
issued through the tender began its seasonal decline even 
before the end of December, and during the first half of 
January had fallen from £488,000,000 to £449,000,000. 
This year, assuming that the whole of the £65,000,000 
being offered this week is in fact issued, the total of 
Treasury bills issued by tender will have further increased 
over the first fortnight of January from £760,000,000 to 
£785,000,000—and this despite the seasonal acceleration 
of revenue collection and the subscriptions to National 
Savings Certificates and Defence Bonds. If we bear in 
mind the fact that the £360,000,000 of 43 per cent. Con- 
version Loan, which may, and indeed must, be redeemed 
on July 1st next, should be included in the total of the 
effective floating debt, it is clear that the time is about 
ripe for a funding cum war loan. 


* * * 


Towards Exchange Control in Sweden.—The 
pressure on the Swedish currency has been steadily gain- 
ing in severity since the outbreak of the war, and a point 
has now been reached at which the application of exchange 
control measures is being considered. A comparison of the 
Riksbank returns dated August 31 and December 23, 
1939, reveals the extent of this pressure. The signifi- 
cant items will be found in the table in the next column 
Of the reduction shown, part is due to the deteriora- 
tion in the visible balance of trade, which for November 
amounted to Kr. 93,600,000, as compared with 
Kr. 26,200,000 for November, 1938. Another important 
factor has been the cancellation of short-term credii 
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August 31, December 23, 








1939 1939 

(In million Krs.) 
ASORG DOOETWS ......20.0000000050008 633-4 594-0 
Gold abroad excluded from reserve 148-9 139-6 
Balances with foreign banks 480-6 182°8 
i sncs. ncicckasvekewesen ss 18-9 14-2 
Foreign securities .................. 43-6 37-0 

Total gold and foreign exchange 

I sp eccdncscenansecsesacdscsiessi 1,331-4 907-6 


facilities enjoyed by Sweden especially in the London 
market. In order to obtain a true picture of the country’s 
reserve position the Swedish Government has this week 
ordered the compulsory declaration of all private holdings 
of gold and foreign currencies and of all outstanding debts 
and liabilities abroad. If the position thus revealed 
justifies the application of exchange control the machinery 
for it will be ready to hand. Since the beginning of the 
was there has been a “ gentleman’s agreement”? among 
Swedish banks to subject all demands for foreign currency 
from their clients to critical scrutiny and to ban all opera- 
tions of a non-commercial character. It would need but a 
stroke of the pen to translate this into a formal exchange 
control scheme. The Government has, moreover, obtained 
special powers until March 31st next to vary the statutes 
of the central bank. It may amend the provisions relating 
to the proportionate gold reserve requirements to the 
maximum circulation and the minimum gold stock. It may 
alter the central bank’s price for gold, authorise it to deal 
in foreign exchange and to buy foreign securities having 
more than a year to run. The head office of the Riksbank 
may under these special powers be transferred to a town 
other than Stockholm, and the bank may be freed from 
its obligations to publish periodical balance sheets. The 
wide scope of these powers gives some indication both of 
the seriousness with which the Swedish authorities are 
viewing the present emergency and of the wise foresight 
with which they are preparing for the greater difficulties 
that may lie ahead. 
* * * 

Money Rates in 1939.—For the first ume since 

1933 the table of average money rates for the year just 
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IN the free market in New York turnover of funds, as the Bank Holi- purchases made by the authorities were 
sterling ended the year on a much day on the previous day meant that made for the account of public de- 
stronger note, the sterling-dollar rate loans over the year-end were carried partments. This explains the transfer 
rising on Saturday to 3.96, which com- Over to January 2nd, while there wa from public to bankers’ deposits which 
pares with 3.88 at the end of Novem- also on that day big dividend disburse- are now at an exceptionally high level 
ber. When the market re-opened on ments, including the half-year’s pay- The big rise in other deposits results 
Tuesday, however, this strength was ment on 43 per cent. conversion loan from the accumulation of dividend and 


not altogether maintained, and the rate Credits have 


fell on that day to 3.952 and again to 


been very plentiful 


redemption moneys, due to be paid on 
January Ist but held up owing to clear- 


2.95 on Wednesday. Belgas appreciated * ing delays and the evacuation of the 
against sterling on Tuesday, the rate Bank’s dividend department. 
falling from 23.90-24.15 to 23.75- There are some interesting move- * 
24.00; and guilders were also dearer, ments in this week’s Bank return. The 
the rate declining 2 points to 7.50-7.56 fall in the note circulation onl) The silver market has been very de- 
amounts to £7.2 millions, which is very pressed. In a Finance Note last week 
. much below the £16.6 millions drop reference was made to the bull position 


The money market has returned to 
easier conditions now that the year has 
turned, and rates show an all-round 


fall. On Tuesday there was an abnormal Christmas 


shown in the corresponding return last 
year. The Bank Holiday on January Ist 
may partly explain the slow return of 
currency. 


built up in London by Indian opera- 
tors. Selling from this speculative 
account has been responsible for the 


The special bill big fall in silver prices this week. 
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Jan. 5, Dec. 28,| Jan. 4, 


Jan. 4, 
7 1939 1939 1940 1939 
I ieatictncnemnii 2 2 2 
London Deposit Rate ... | £ mill. 
Short Loan Rates : Issue Dept. 
| ee 326°4 


Clearing Banks .........| 

Or Value per oz. 
Discount Rates : : “eae 
Treasury Bills (3 mth.) | %6 L?so-11g Lg 


Jotes in cir- 
Three months’ bank | culation 488-1 
SUE cet iecdiisiosociaes 81g |17so—11g)  15,¢ BankingDept 
* Viz., lo per cent. for loans against Treasury Bills Reserve ... 


PublicDeps.; 20 
Bnkrs’Deps.| 136 
Other Deps. 37 
Govt. Secs. 71 
Dis. & Advs. 48 
Other Secs. 22 
Proportion 35 


and other approved bills and British Government 
securities within six months of maturity. 454 per 
cent. for loans against 1 per cent. Treasury bonds 
and other gilt-edged stocks within six months of 
maturity. 1 per cent. for loans against other collateral. 

Viz., 1 per cent. for loans against Treasury 
bills and British Government securities; 114 per 
cent. for loans against other collateral. 
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THE BANK RETURN 


THE BULLION MARKET 


Dec. 20, | Dec. 27, | Jan. 3 





1939 1939 1940 j 
Gold | Silver 
{ 
£ mill £ mill £ mill. | 
Date Price per oz. standard 
0-2 0-2 0-2 . 
Price per | 
ounce fine* | 
Od. 165s. Od. 168s. Od. | Cash Two Mths. 
° ¢ i 
52 554: ¢ 547°4 
- ’ ' ; 1939 8. d d. ! d,. 
28:9 26:6 337 Dec. 29 168 0O 22 2211 
34°5 29-7 17:2 ‘ 
114°9 117-3 128-6 1940 
40°4 42-0 52:7 Jan. 2 168 O 22 223515 
145°2 151-5 153°1 99 3 168 O 215g 21%4 
5-4 4:3 4:6 + 168 O 21516 1} 
28-0 24-6 25-1 
15-3 14:0°%, 16°9% 


* Bank of England’s official price. 
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ended shows a change in the Bank rate and London deposit 
rate columns: — 


AVERAGE MoNEY RATES 


Market London | 
Vear Bank Rate Deposit Short 
Rate 3 Months’ Rate, Loans 
Bills Banks 
- 2 @& . tf: & £ os. d. L' & & 
BOG ccs 5 10 0O 5 §$ 4 310 O 412 3 
RY: essay ; 5 § 5 212 3 = 3 29 6 
2 ee 318 7 311 0 2 & 9 3 010 
1932 .. a 2 116 9 > Lm 7 
1933 .. 20 0 0 13 10 010 0 015 5§ 
1934 .. | 20 0 016 7 010 O 0 16 10 
1935 .. x oe @ O1ll 3 010 O 0 14 10 
1936 .... es a a | 0 11 10 010 O 015 6 
ree : | 20 0 Oll 6 0910 O 015 i 
MN eesecen = 20 0 @i2 7 010 O @15 7 
1939 .. 2 5 3 145 013.7 i 2 2 
i 


The causes of the rises in all the columns are too well 
known to need explanation, but it is worth pointing out 
that the average market rate for the three months’ bank 
draft and the rate for short loans are still quite substanti- 
ally lower than in 1932, when the era of cheap money 
started. 


* * * 


Bank Clearings.—-At the outbreak of war the 
Committee of London Clearing Banks discontinued the 
publication of the figures of Town, Metropolitan and 
Country Clearings; the totals up to August 23rd were 
given in The Economist of September 2nd, page 470. 
The provincial clearing centres have continued to notify 
The Economist of their weekly clearings, with the excep- 
tion of Leeds. The clearing area of Sheffield was reduced 
early in September, so that Sheffield’s figures are not com- 
parable with those of previous years. The table below gives 
the total clearings for the year 1939 for the remaining 
nine provincial centres, together with Dublin : — 


BANK CLEARINGS IN 1938-1939 (£000 omitted 








Jan. 1, Jan. 1, | Change Jan. 1, Jan. 1, Change 
1938, to 1939, t per 1938, to 1939, to per 
Aug. 27, Aug. 26, Working Dec. 31, Dec. 30, Working 
1938 1939 Day 1938 1939 Day 
No. of working days 202 201 308 306 
Birmingham 81,293 80,702 0-6 120,940 , 116,308 3-2 
Bradford 27,155 28,611 + 5-9 41,066 51,620 26-6 
Bristol } 43,055 44,583 + 4:0 65,287 70,521 8-8 
Hull 28,695 27,095 - 42,984 39,901 6°6 
Leicester ‘ 23,906 23,876 + 0-0 36,204 36,289 + O-8 
Liverpool 178,684 166,764 6:4 267,801 261,723 1-6 
Manchester 316,987 | 319,856 1:3 475,599 498,315 5-4 
Newcastle 51,760 51,480 0-1 78,097 75,429 2°7 
Nottingham 17,071 16,561 2:5 25,476 23,871 5-4 
Total: 9 towns... | 768,606 758,928 0-6 1,153,454 1,173,977 2 
Dublin 210,297* 206,040* 2:0 320,213f¢ 313,614} 2 
* 34 weeks. t 52 weeks 


For the nine towns together total clearings were 2.5 per 
cent. higher in 1939 than in 1938. But this average masks 
very large differences in the individual towns, ranging 
from +26.6 per cent. in Bradford, which has benefited 
from the boom in textiles, to —6.6 per cent. in Hull. It 
will be seen that the relative changes for the year as a 
whole are for eight towns of the same magnitude as for 
the first eight months of the year; only in Liverpool did 
the war cause a reversal of the trend. 


* * * 


Bank of Montreal._-The outstanding 
Canadian banking in recent years has been the big expan- 
sion in investments. This has naturally followed from the 
easy money policy pursued by the Bank of Canada, to- 
gether with the falling off in advances, and it has been 
stimulated in the last year or so by the influx of refugee 
funds into Canada. In the year ended October 31, 1939, 
the Bank of Montreal increased its investments by 
$76,700,000 to $517,600,000, and the total of quick assets 
including cash and securities—$742,600,000—amounted 
to 78.29 per cent. of the liabilities to the public. Both the 
President, Mr H. R. Drummond, and the general managers 
referred to this large security holding at the annual 
general meeting, and pointed out that it must adversely 
affect banking profits. The last year or two, however, has 


feature of 
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shown that advances are again on the upgrade; the Bank 
of Montreal’s rose by $22,600,000 in the year under 
review, and it is fo: this reason presumably that the 
profits show a small increase of $64,000 at $3,462,000. 
As over half of the Bank’s holding of Dominion and Pro- 
vincial Government securities mature within two years, 
the return on this item must be very small. The president 
also referred to the effect of the war on Canada’s trade. 
He emphasised that, though better business conditions are 
to be expected from the increased demand for Canada’s 
natural resources and manufactures, there must be no 
reluctance on the part of the Government to check exces- 
sive profits, and he urged that taxation, which at present 
touches the majority of Canadian incomes only lightly, 
should be increased. 


* * * 


Marine War Risks Agreement Collapses. It was 
a triumph of organisation when in 1935 the Joint War 
Risks Rating Committee began to function successfully in 
the marine insurance market. Extreme individualism had 
always been the marked characteristic of marine under- 
writing and the agreement on schedules of rates, issued 
periodically by a Committee of both underwriters and 
companies, was a notable achievement. It is the bigger 
pity that after several years of success—punctuated by one 
or two temporary failures—the organisation thus estab- 
lished has now broken down. The committee resigned this 
week following repeated contraventions of the schedule 
rates by a minority of the market in the last few months. 
Soon after the outbreak of war, under-cutting of rates by 
this minority became evident, and for some weeks the 
situation has threatened to prevent the committee from 
functioning. Those with short memories may argue that 
the collapse of the agreement means a competitive freedom 
which will save money for the shipper on his war risks 
premiums. But the shipper himself is more likely to 
remember the chaos which prevailed in the market during 
the crisis of September, 1938, when rates were completely 
out of touch with reality, owing to the temporary lapsing 
of the committee’s activities. He will know that the com- 
mittee brought a welcome degree of stability into the 
market, prevented a repetition of the fiasco of September 
1938, on the actual outbreak of war a year later, and, by 
making periodical changes in its schedules whenever care- 
ful study justified them, could not be charged with failing 
to take account of changing conditions or with keeping 
rates at too high a level. The committee leaves behind it 
an “ advisory” schedule for the guidance of underwriters, 
but this is hardly likely to be a very reliable indication 
of rates after a period. Perhaps the experience of an un- 
organised market will quickly lead to the resuscitation of 
some system of agreed rates. In the meantime, it is to be 
hoped that competition with the Government will not 
develop among the dissident underwriters and companies, 
in view of the market’s pledge to refrain from competing 
with the Government War Risks Insurance Office. 
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Investment 


A Hopeful Start.—War changes many standards of 
values, but there is one standard which cannot be denied 
to impoverished Stock Exchange members—the merit of 
rising prices. In this sense the New Year has begun really 
well. Gilt-edged stocks have forged ahead, not in response 
to any great expansion of business but rather to the empti- 
ness of the market. There are buyers, but little stock to 
satisfy their demands. The knowledge that the advance 
has developed from a steady—even unimpressive—affair 
into a more dramatic form will be welcome enough to the 
authorities, even though the rise is now attracting the 
speculative buyer and jobbers are unwilling to take 
any risks on the short tack. The present market situation, 
in short, shows that a rising head of steam is just begin- 





BRITISH AND AMERICAN INDUSTRIAL SHARE 
VALUES DURING THE PAST TWO YEARS 


(July 1, 1935 = 100) 
British: Financial News Index of 30 Ordinary Shares. 
American: Standard Statistics Index of 50 Common Stocks. 





ning to register its effect upon prices, though opinion still 
differs regarding the possible time-table of actual borrow- 
ing. While the steady improvement in gilt-edged has 
proceeded, the industrial market has not been idle. The 
boom in cotton shares (whose basis is analysed in a leading 
article on page 18) hes had the great merit of proving 
that share prices can rise. One consequence has been a 
reawakening of interest in steel shares, which have been 
largely neglected since the war began. And when specu- 
lative appetite fastens on a particular share—as it has 
done this week on Electric and Musical Industries— 
there is a quick bound in prices. In the third and fourth 
months of war, as the accompanying chart shows, equity 
prices virtually stood still. This week has seen the Financial 
News ordinary share index up to 76.9—a level which has 
not been equalled since September 7th, when the 
“ House ” reopened last year. 


* * * 


The Lesson of Four Months.—It is worth examin- 
ing the changes in individual securities over the past four 
months in rather greater detail. The accompanying table 
shows the course of a selection of leading fixed interest 
and industrial shares from the end of 1938 to the eve of 
war, and at intervals since the end of August. In many 
ways it tells a reassuring story. It omits such fantastic 
rises as that achieved by Indo-China Steam Navigation 
deferred, as well as the exceptional depression of such an 
acknowledged leader as Turner and Newall, after the 


recent dividend announcement. But it suggests that in- 
vestors could make good use of the unexpected breathing- 
spaces of the past four months, and shows that many of 
the industrial leaders are to-day standing at very similar 
levels to those which prevailed at the end of 1938. The 
actual experience of war to date has demonstrated that 
profits can be made, though more than ordinary courage, 


Dec. 30, Aug. 31/Sept. 29 |Oct. 31 |Nov. 30/Dec 29 Jan. 4 
1938 | 1939 | 1939 | 1939 | 1939 | 1939 | “1940 
} 


Consols. 2 70\o .M,. 62!0.M,. 62 68 68 681lo 691, 
War Loan 3 98 M. 881lo'M. 8810! Qlloxd 9214 93lo 941, 
Conversion 4 . 103 M.10054M.10054 102 10054xd 101 101 
German 5°, ...... 44 27 5 9 6) 5lo 6 
GR. Cot, »..- 281 27 29 28 29 37 3654 
L.M.S., 1923 pref. 30 37), 37 3512 3812 | 44l2 44 
Brit. Am. Tob. 95 7ioxd 92,6 82.6 85/- 93/9 95/— | 95/71 
Courtaulds 29/4 28/9 26/3 27/6 33/9 38/- 38/410 
Imperial Chemical 30/9 29.9 26,9 28/10 30/6 30/6 | 30/412 
Lancashire Cotton 9/- 10 - 13/1) 13/6 14/9 | 21/— | 20/72 
Vickers supinbonis 23,3 17,9 15/- 17/6 17/- 16/6 18/1ip 
Woolworth ; 58/llo 63/1 54/4 58/9 61/1012 61/1010 61/6 
“Shell”? Transport 82/6 839 813 85/71o\ 80/- 80/7lo| 81/3 
PGORD sccccccccess 117s 11! lll, 10xd 1014 | Illes lij- 
Allied Sumatra ... 149 15,- 15/- 16/6 16/9 16/- 16/3 
Sub Nigei . lllgxd 1]! Qle , 934 1014 95qxd O34 
M. Minimum prices. 


and a departure from preconceived investment principles 
may be required if they are to be reaped. The important 
lesson of the past four months is the marked recovery in 
many exceptionally depressed shares. Wartime is not 
normaily a comfortable period for the well-seasoned stable 
equities, particularly those in the consumption goods 
trades. Nor, on the other hand, does it usually bring 
permanent benefit to the depressed industries. But shares in 
this category frequently make the greatest headway in war, 
even though these gains may prove transient. 


* * * 


Wall Street in 1940.—Wall Street is sull holding its 
hand. In September it regarded war as a bull point. In 
November it saw steel output reach the highest point yet 
recorded, but it kept prices firmly under control. There is 
no war boom. What are the reasons? Some operators may 
have been deluded by the quiet on the Western Front into 
feeling that this is no war at all. A modified, and more 
reasonable, version of the same view suggests that, despite 
the contribution of American industry to our war sup- 
plies, the plant extensions involved will never have a 
chance to provide a reasonable return, since the war is 
likely to be short. Against such views there are no argu- 
ments. It is useless to insist that even if the war is “ short” 
it will last longer than what passes for a long-term view 
in Wall Street; that there has been a steady increase in 
general construction work in the United States during the 
past year; and that if public works appropriations are to 
be cut down in the Budget, the even more effective stimulus 
of re-armament expenditure will take its place. Business 
has fair reason to be cheerful. It might feel happier if it 
knew whether the President will stand for a third term— 
but the answer probably depends, more than anything else, 
upon the development of the war. Mr Roosevelt has shown 
this week his realisation of what the struggle means in 
American terms, and has taught the lesson that economic 
progress is impossible so long as the conditions making for 
war exist. But Wall Street apparently prefers to concen- 
trate its fears at shorter range, with special emphasis on 
a slump which was originally feared for the first quarter 
of 1940, but which is now being deferred, in modified 
form, to the second quarter. Hence this week’s improve- 
ment. 

* © * 


The Economist Profits Figures Revised. — any 
statistical series which stretches back for thirty years must 
be subject to necessary revision if its health is to be pre- 
served. The profits figures summarised week by week in 
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| Statement of Condition, December 30, 1939 
RESOURCES 
CASH AND DUE FROM BANKs. : , , ; » . $1,293,142,974.89 
BULLION ABROAD AND IN TRANSIT ‘ ; ; ‘ ; 1,531,789.02 
: U.S. GOVERNMENT OBLIGATIONS, DIRECT AND FULLY GUARANTEED 820,109,815.83 
: STATE AND MUNICIPAL SECURITIES. ; ‘ : . 115,818,216.32 
F STOCK OF FEDERAL RESERVE BANK : ; ‘ . 4 6,016,200.00 
OTHER SECURITIES : ‘ . i ' ; : ‘ 135,271,736.00 
” Loans, Discounts AND BANKERS’ ACCEPTANCES : ‘ ‘ 636,176,032.45 
BANKING Housks ; : ‘ ; ‘ ; 33,230,012.74 
OTHER REAL Esrare . ; ‘ ‘ ‘ ; ; ; 8,203,128.99 
°S MORTGAGES : ‘ ‘ ; ‘ ‘ i ; ; 10,423,953.28 
1 ‘ ’ la] > 7 & 
: CusTOMERS’ ACCEPTANCE LIABILITY ‘ i . ‘ ‘ 17,688,487.54 
ot OTHER ASSETS. ° ‘ ‘ ‘ ° ‘ 8,146,711.44 
: $3,085,819,058.50 
S a 
ig LIABILITIES 
in CAPITAL FuNDs : 
Ts CAPITAL STOCK : ‘ ‘ . $100,270,000.00 
SURPLUS ‘ ‘ , ‘ : . 100,270,000.00 
UNpIVIDED PROFITS ‘ . / . 33,021,785.02 
ts cama $233,561,785.02 
In DivipEND PAYABLE FEBRUARY 1, 1940. ‘ . ‘ ° 5,180,000.00 
as RESERVE FOR CONTINGENCIES ‘ ‘ ‘ ‘ ‘ ‘ 15,314,589.22 
iS on . na 
Ly RESERVE FOR ‘TAXES, INTEREST, ETC. ‘ , ‘ . ‘ 1,850,485.58 
LO Deposits : ‘ ‘ . ‘ ‘ ‘ .  2,803,730,326.31 
re ACCEPTANCES OUTSTANDING . ; ; ‘ ; ‘ 19,884 ,330.28 
te . iii 
. LIABILITY AS ENDORSER ON ACCEPTANCES AND FOREIGN BILLs 1,570,723.08 
a OTHER LIABILITIES ; . : ‘ - ‘ . ‘ 4,726,819.01 
” $3,085,819,058.50 
l- —— —_ - a = 
- United States Government and other securities carried at $104,897,563.40 are pledged to secure public 
nm and trust deposits and for other purposes as required or permitted by law. 
i 
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The Economist and discussed more generally each quarter 
are in this category. They have provided a unique contri- 
bution to economic statistics, though the material—owing 
to the lack of uniform accounting practice among public 
companies—is rarely simple to handle, and is sometimes 
positively intractable. One difficulty lies in the method 
adopted for taxation provision. Some companies record the 
full amount of tax which will be attracted on their latest 
profits. Others show a sum which is obviously too low to 
represent the company’s total assessment, but which will 
be supplemented by tax deducted from shareholders’ divi- 
dends. Since taxation will rise this year to 7s. 6d. in the 
4, this difference in practice, which might not unreason- 
ably be disregarded when taxation was stable, now 
threatens a positive distortion in the figures. We propose, in 
future quarterly reviews of profits, to adjust the figures 
to take account of taxation, so that the results will repre- 
sent net profits after full taxation in every case. Further 
improvements are also being introduced into the usual 
weekly table, which appears on page 43 of this week’s 
issue. Hitherto, no trading profits figure has been 
published, though this is probably the most important 
quantity, from an economic if not from an investment point 
of view, in measuring company results. The new column 
headed “Total Profits” consists of trading profits and 
other income of a genuine revenue nature, such as invest- 
ment income. In future, depreciation and other items 
akin to depreciation will be separately stated in the table 
as a charge before striking net profits, instead, as hitherto, 
of ranking as an appropriation from profits. The “ re- 
serves” column in the appropriation section of the table 
will therefore be limited to free allocations, and will not 
include provisions which could be regarded as tied. These 
changes have necessitated the elimination of amounts 
brought in and carried forward, for reasons of space, but 
the column headed “ Available for distribution,” will, in 
fact, represent net profits plus the amount brought for- 
ward, while a difference figure for the change in the 
amount carried forward will be included in the appropria- 
tion section. It is hoped that these changes may improve 
the informativeness and value of our profits table, with- 
out any sacrifice of proper comparisons with earlier years. 


* * * 


Chilean Debt Payment.—A reduction in the rate 
of interest on the Chilean debt, owing to lower copper 
tax revenues last year, was a foregone conclusion. But the 
rate of 1.5225 per cent., announced last week, is well 
above recent market estimates. The Chilean Caja de 
Amortizacion received a slightly higher revenue from the 
Nitrate and Iodine Sales Corporation (U.S.$2,979,512 
against U.S.$2,747,242), but the copper tax brought in 
only U.S.$6,348,009 against U.S.$11,263,667. Hence the 
total revenues (including petrol duties) applicable jointly 
to amortisation and interest payments fell from 
U.S.$14,135,574 to U.S.$9,456,203, of which half is ear- 
marked for debt repayment. It appears, however, that the 
full amount of redemption money was not applied, for 
redemptions of U.S.$5,882,000, £120,560 and 
Sw. fcs. 228,000 were effected, at depressed prices. Pre- 
sumably, therefore, a significant proportion of the redemp- 
tion funds has been carried forward to 1940. These funds 
should support a natural recovery in the bonds, for already 
it is clear that copper revenues will be greatly increased 
this year, and nitrate income should .be very satisfactory. 


* * * 


Rise in ‘*Commodity’’ ‘Bonds.—The cross- 
currents of four months of war are evident in the index of 
foreign bond prices computed by Municipal and General 
Securities Company. Since the end of August, the 
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European index has fallen from 63.2 to 48.3 (January- 
June, 1934 = 100), but the South American States index 
has jumped from 49.1 to no less than 73.0. As a result, 
the combined index shows an improvement from 50.3 to 
58.1. As if to emphasise the overthrow of normal invest- 
ment criteria in wartime, this rate of advance has even 
been outstripped by the defaulted bonds. The latest index 
figures appear below : — 


AVERAGE JANUARY-JUNE, 1934= 100. 


South and 
N Central America 
End of = Com- | Unde- | De- 
: Europe, y.. Egypt plete | faulted | faulted 
Month Far Index | Bonds “Bonds 
East en- | 
States 7 Total } 
vinces | 
! 
1938 (26) (31 4 35) (11) (46 | (107) | (42) 65 
December.. 79.8 64.2 87.0 53.7 40.7 50.2 |61.9 70.6 55.7 
1939 | 
March ...... 68.9(25) 60.3 78.8 57.5 45.7 54.4/60.4(106) 62.5(41) 56.0 
Na | 49.2, 75.7 51.2 40.9. 48.5 |54.6 54.0(40) 51.0(66) 
che vebiis 70.8 46.3 75.6 52.7 42.2 50.0/54.2 53.8(.54)\51.6(72) 
August...... 63.2 45.0 71.6 49.1 36.6 45.8/50.3 \53.3(33)|46.4(73) 
September /|46.3 40.6 | 68.6) 49.0! 36.3 45.6/45.2 148.5(31)|41.4(75) 
October ... /48.1 43.7 75.3) 56.1, 41.6 52.3 |49.6 53.00 30)'45.6(76 
November.. |51.4 52.1 79.1) 66.4 46.3 60.9 /56.8 156.9(28 )\53.4(78) 
December.. (48.3 52.1 79.6 73.0) 49.4 66.5 |58.4 50.9 55.2 


N.B.—Figures in brackets denote number of bonds included. 


Far-Eastern issues have shown no further gains during the 
past month. The market was quick to discount the possi- 
bility of an arrangement with Japan, but it cannot derive 
much satisfaction from the Chinese Customs figures for 
last year. The collections amounted to $331,320,000— 
equivalent, if the calculation means anything, to slightly 
over £20 millions at the official rate. Collections actually 
increased by $76,750,000 last year over the 1938 total. 
But this improvement is due to the fall of the Chinese 
dollar in terms of sterling. Moreover, it is an improvement 
which yields nothing for the Customs loan service. Yet 
the publication of Customs statistics at a time when the 
bulk of the revenues fall into Japanese control and the 
bondholder is receiving no payment combines the efficiency 
of the Customs Administration with habitual Chinese 
courtesy. 
* * . 


Outside Dealers and Registration. Certain 
sections of the Prevention of Fraud (Investments) Act 
came into immediate effect last April. Other matters 
governed by Board of Trade rule were left to an 
appointed day. It was originally intended that, as from 
January Ist, no person who was not a member of a recog- 
nised Stock Exchange, or alternatively licensed by the 
Board of Trade, should be allowed to deal in stocks or 
shares. The latest application date for licences was 
originally fixed as September 15th, but the outbreak of 
war caused a six months’ postponement in the date. Since 
the Board of Trade is occupied by war work, it is possible 
that the appointed day may be put off until the end of the 
war. If so, the position would be that the provisions re- 
lating to industrial and provident societies and building 
societies and the broader safeguards against fraud—in- 
cluding the new offence of “ reckless forecasting ”—would 
be in operation, while the administrative problem of regis- 
tering dealers would be postponed for the duration. 


* * * 


New Issues Slump. —The past year has decisively 
broken recent low records for capital market activity. 
Even in 1931, when the market felt the full force of the 
Great Depression, direct offers of new capital to the public 
represented 28 per cent. of the 1928 boom total. ‘The 1939 
figure, on the other hand, is equivalent to no more than 
25 per cent. of the 1928 figure. The tables on the 
next page provide a statistical analysis of this melancholy 
achievement. During the year the market has passed from 
a phase of informal but effective control appropriate to 
“near war” conditions into one of rigid supervision of all 
capital issues of any consequence. One of the first acts 
taken by the authorities in the field of financial defence was 
to marshal the capital market. But obviously this super- 
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vision cannot be blamed more than partly for the cheer- 
lessness of the full year’s return. Political uncertainties 
in the first eight months of the year reduced industrial 
issues to a mere trickle. Home corporation issues cleared the 
control turnstile only with difficulty, and the Government 
did not resort to the long-term market for finance. The 
first of the tables below thus shows a fall in home issues 
from £153.0 millions in 1938 to £75.6 millions in 1939, 
and as a result of a further fall in new Empire borrowing, 
and the virtual disappearance of foreign lending, total 
issues on our “ old basis” have been halved, from £180.1 
millions in 1938 to {91.7 millions in 1939. The “new 
basis” figures, which take account of “ placings,” bonus 
shares and other issues in respect of which permission to 
deal has been granted, are no more exciting. Moreover, 
these figures are themselves assisted by the inclusion of 
several large bonus share issues, of which the offer by Dis- 
tillers (which accounts for £13.9 millions of the “ new 
basis ” total of £47.8 millions for company issues) is out- 
standing. But the new issue figure for 1939 scarcely calls 
for extended comment. It has little reference to a 
normally functioning capital market, and equally it is 
not typical of a market under complete control. In truth, 
the value of any computation of capital issues is likely to 
remain at a severe discount for the duration of the war. 


wn * * 


Building Societies—-from Peace to War.—The 
recently issued report on building societies by the Chief 
Registrar of Friendly Societies covers a period which in 
circumstances of war scems utterly remote. Statistically, 
it continues the uninterrupted story of growth. In 1937, 
for example, the total assets of British building societies 
increased by £54.2 millions to £710.4 millions, a growth 
fully comparable with that of earlier years. But, apart 
from such matters of record, perhaps the main feature of 
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the Registrar’s report is his survey of the tendency to- 
wards amalgamation in the building society movement. 
Of certain aspects of amalgamation, the Registrar is 
openly critical. He refers in particular to competition by 
some societies to absorb smaller undertakings, and to 

“ safeguards ” for directors and officials at the expense of 
shareholders. This, like other aspects of building societies’ 
affairs, has been greatly altered by war conditions. So 
far as general business is concerned, the conclusion may 
be put forward tentatively that although the societies are 
now conserving where they previously expanded, they have 
made their financial position the more secure. There is, 
of course, a very small volume of new advances, and appli- 
cations are considered with even greater care than usual. 
But this fact is matched by a smaller volume of new in- 
vestment money, and the much reduced advance business 
renders possible some saving in expenses. Withdrawals by 
investors were freely admitted to be above normal in the 
early days of the war, but exceptional withdrawals now 
appear to have stopped. Perhaps one of the most 
reassuring features of four months of war is that mort- 
gage repayments continue to come in. satisfactorily, 
although in accordance with their undertakings many soci- 
eties are having to consider applications for adjustment 
and relief in cases of hardship. 


Company Notes 


Turner and Newall! Report.—The full report’ of 
Turner and Newall (whose preliminary profits statement 
was discussed and tabulated in The Economist of Decem- 
ber 23rd last) provides some solace for the disappointed 
shareholder. It will be recalled that although trading 
profits rose to the record level of £1,727,453, the directors 





TABLE I 
‘TOTAL BORROWING 
(Million £) 


British 
Calendar : . : Total . 
Years Goy Home ss Empire Foreign Issues | "dices 
FOVEIN-| oe nor- Other Total 
Sorpor ners 
ment | * Home 
ations. 
By Drrect Pusiic Orrer (Old Basis), 1928=« 100 

| 
1928..... 83:9! 14:9 164°8 | 263-6 63:2 42:3 3691 100 
i, 65:4 | 8:3, 124:3 | 198-0 61:0 26:2 285:2 77 
BPs Posccece 65:6! 41°7 63:3 170-6 61:4 35°8 267°8 73 
, 10°7 8-0 35°8 54°5 38°5 9-1 102°1 28 
Ps ass 102:7 | 28°8 31-6 163°] 25-5 0-3 188-9 51 
3933....006 150-8 | 24°5 34:9 210-2 29-2 5°4 244-8 66 
Sb Aceiee 44:1 36-1 57:5 137:°7 29-9 1-5 169-1 46 
Peesccess 88:0} 51:1 81°6 | 220-7 15:2 0-2 236:1 64 
1936... 60:2; 79°5 90-6 230-3 24:7 0:7 255:7 69 
. 95:8 | 43-7 84:7 | 224°2 21-1 6:3 251°6 68 
sciGnn 75-9 24:9 52:2 | 153-0 24:3 2:8 180-1 49 
1939, , 36°8 12:1 26°7 75°6 15°8 0:3 91-7 25 

INCLUDING ‘“* PERMISSION TO DzgAL ”’ (New Basis). 1935 = 100 

{ 
Becca 88:0; 54:9  183:9 | 326:8 29:3 1-2 357°3 100 
1936...... 60-2 | 82:1 | 306-1 | 448-4 33-8 11:7 193-9 136 
De Tisences 143°1 45-3 | 199-1 , 387°5 63:4 7:1 458-0 128 
Ee eiscseae 75:9 27:7! 110°1 | 213°7 53-7 5-7 | 273-3 76 
Set iccece 36-8 12 1 66°2  115°1 25°5 2°2  142°8 40 


* Including county and public board loans. 


TABLE II 
TOTAL COMPANY ISSUES 
(Million £) 


| | 
Calendar Years | 1932 | 1933 1934 1935 1936 1937 1938 1939 


By PROSPECTUS 














Debentures ... | 14:8 ) 17:3 ; 14:1 25:2 18-9 18-0 20°4 , 10°5 
Preference ..... 1 12°8 | 12:7 | 21-5 31-7 24:4 19°5 12°8 2:7 
Ordinary ...... } 60/ 10°0) 44:9 37-3 70:3 62:7 370 | 10-1 
Total (Old Basis) 33 40:0 80:5 94:2  113:6 100*2 70:2 | 23:3 
INCLUDING ‘* PERMISSION TO DEAL ” 
Debentures ; ; 46-7 35°6 26°8 33:8 | 16°9 
Preference ; 48:4 41-6 30-6 21:8 8:8 
Ordinary 115-6 268-0 | 197-7 | 104-1 | 47°8 








Total (New 
Basis) sk. aie ; ‘. 210:7 | 345:2 | 255°1 159°7 73:5 


TABLE III 
ANALYSIS OF NEW CAPITAL APPLICATIONS (EXCLUDING 
CONVERSIONS) 
Old Basis New Basts 


Year 1938 Year 1939 Year 1938} Year 1939 


£ £ £ £ 
British Government Loans . 75,900,000 |36,850,000 | 75,900,000 |36,850,000 
Colonial Government Loans 6,930,000 |12,022,000 7,886,500 |12,621,000 
Foreign Government Loans ... Nil Nil Nil | 361,000 


British Corporations, Counties se | f 
and Public Boards.... 24,884,700 |12,106,000 |27,078,100 |12,106,000 


Colonial Corporation Loans... 2,183,900 Nil 2,183,900 | Ni 
RIED canncccccvesscanse Nil 7,387,500 Nil | 7,387,500 
Colonial Railways ............++. Nil Nil Nil Nil 
Foreign Railways ........... in Nil Nil 340,100 | Nil 
Australasian Mines........ 344,600 Nil 344,600 | Nil 


South African Mines. 6,135,900 | 1,808,600 | 9,482,300 | 3,457,200 


Other Mines ‘ ; 1,144,500 | 1,415,900 ; 3,076,100 | 4,985,600 
Exploration, Financiz al and In- } | 
vestment Trust.. eseceecoe | Sane 866,300 |12,005,800 | 3,465,100 
Breweries and Distilleries...... 2,152,500 538,400 | 6,930,700 |15,465,300 
Merchants, Importers, etc. .... Nil 156,200 Nu | 156,200 
Stores and Trading ° 7,920,000 495,000 | 9,410,600 | 3,966,601 
Estate and Land.. : “ 123,500 Nil 329,100 | 87,000 
i ecencenincchatiniuniciaanes 78,700 186,500 78,700 | 310,200 
CPenehesatsexens inition . 4,649,100 | 3,045,000 |25,809,600 | 4,545,000 
Iron, Coal, Steel and En- | 
2,455,100 | 3,239,400 7,537,500 | 7,614,600 


gineering .......... 
Electric Light, Power, Tele- 


graphs and Telephones .... 7,042,100 


12,504,800 | 5,838,300 | 20,988,200 





! 
' 
' 
l'ramway and Omnibus ... 427,900 Nil 4,612,200 1,825,800 
Motor Traction and Manutac- { 
Ee 80,100 191,900 80,100 | 352,200 
Oe OO as 887,300 363,500 | 4,046,400 | 4,828,100 
Hotels, Theatres and Enter- j 
tainments...... . | 2,743,900 666,600 3,169,200 | 666,600 
Patents and Proprietary Articles 900,000 Nu 1,200,000 | 16,500 
Docks, Harbours and Shipping Nil 20,100 | 1,155,700 | 135,000 
Banks and Insurance ............ 965,000 Nil 965,000 Nil 
Manufacturing and Miscel- i ‘ 
BN iadéscnsotscccinnadiwnsann 18,795,600 4,484,000 (48,513,300 |14,584,600 
Totals wisihon ad 180105600 91 681,200 273123700 |142829200 
TABLE IV 


CONVERSION Issues (OLD BASIS)—CALENDAR YEARS 
(Million £) 


i 
1934 1935 1936 1937 | 1938 ! 1939 

' ' 

| 
British Government | 105:0  204:0 37° Nil {| Nil | Nil 
Other Conversions... | 23-6 | 26:0 


a 
136°9 108 °2 109-7 58°5 
—EEE > — i 
9 58:5 | 23-6 | 26:0 
' ' 


N 


241-9 312: 146 
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reduced the dividend from 20 per cent. to 15 per cent., 
while the taxation provision showed an enormous jump 
from £238,749 to £618,826. The report discloses that pro- 
vision for taxation has been made “ sufficient to cover the 
liability as nearly as it can be estimated at present,” and it 
may perhaps be inferred from this formula that the margin 
is on the safe side. Sir Samuel Turner’s speech (circulated 
with the report) discusses four criteria on which dividend 
policy has been based—to maintain the customary pro- 
portion of distributed profits, unless the business other- 
wise requires; to shelter the stockholder, as far as pos- 
sible, from increased taxation to safeguard the maintenance 
of working stocks, though prices may well increase; and 
finally to preserve an adequate supply of liquid funds. The 
parallel objectives of wartime policy were defined by Sir 
Samuel as the maximum contribution to the national 
effort, including a drive for exports; abstention from new 
ventures in the war period, unless they become necessaty; 
and the maintenance of active research, without undertak- 
ing substantial new commitments until hostilities cease. 
Both for stockholders and for the company these may be 
regarded as sensible creeds. Turner and Newall is a mature 
undertaking which has completed its recent programme of 
capital expenditure. It is not a stock which is likely to be 
lightly realised by holders, particularly ater its recent 
setback. Yet, the fact that it offers a return of no more 
than {4 12s. 6d. per cent. at the present level of 65s. 
does not invite the speculative buyer. The probability, 
however, is that some recovery in the price may be seen 
by patient holders. 


* * * 


Lancashire Cotton Reaps the Reward.-—No recent 
company news has so stimulated the market as the Lan- 
cashire Cotton Corporation profits and maiden dividend. 
A year ago the chairman was forced to say that cotton was 
experiencing not a recession, but a slump. The profits for 
the half-year to April 25th were halved—a mere £101,121, 
against £201,232. How, then, is the stockholder to account 
for the enormous improvement in results during the second 
half of the year to October 31st? The full report shows 
that certain provisions were made in striking the profits 
for the first half of the year, but that the subsequent 
improvement in conditions enabled them to be re-credited. 
Secondly, despite the “slump” conditions reported a year 
ago, demand for American and Indian type yarns kept the 
plant occupied during the year, except where an actual 
shortage of labour prevented full working. By the end of 
August, in fact, the order book was already well filled, and 
the boom which has succeeded the war is a matter of 
common knowledge. The following table summarises the 
great recovery in earnings last year: — 


Years to October 31 


1937 1938 1939 

oo a £ £ . 
Trading profit ......... 593,194 289,208 557,825 
Total income ... 608,830 308,200 586,582 
NNR 65 fe dovcecek 3,960 3,775 3,775 
Depreciation ............ 155,000 155,000 155,000 
Debenture interest ...... 75,000 75,000 75,000 
Preference dividend 68,875 68,875 68,875 
Ordinary stock :-— 

eps 8 . 805,995 5,550 283,932 

ee Nil Nil 124,980 

ee net csswse 18-4 0-3 22-2 

Paid ‘ EE shai ints Nil Nil 7] 
General reserve ......... 150,000 a 150,000 
Carried forward ......... 234,778 240,328 249,280 


These figures, and the significance of the first ordinary 
dividend of 73 per cent., were discussed in The Economist 
of December 23rd last. What is more important at this 
stage is the outlook for the Corporation in war. The general 
background of the industry is reviewed in a leading article 
on page 18 of this issue. Lancashire Cotton has the advan- 
tage, over some of the companies there discussed, that it 
enters into high earnings possibiities, having already felt 
the surgeon’s knife. Its plant, conservatively revalued in 
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1937, has since been adequately strengthened by depre- 
ciation provisions from revenue, by the reconstruction of 
mills and acquisition of other properties. ‘The fundamental 
work of reorganisation has been done, and the rewards are 
appearing. Optimism has necessarily to be tempered in 
some degree. How will the Corporation fare for E.P.T.— 
even in a modified form? Will the labour supply (to which 
Mr W. J. Orr refers in his speech, circulated with the 
report) be sufficient to maintain production? Will positive 
Government encouragement be given so that export busi- 
ness can be secured? These are points worth consideration. 
But for the moment the Lancashire Cotton ordinary stock- 
holder, whose shares have risen from a low level of 
5s. 73d. in 1938 to the present level of 20s. 74d., will feel 
the more satisfied because his first dividend has been so 
adequately cove ed by earnings, and because the Corpora- 
tion’s finances have been transformed since 1936. 


* * * 


British - American Tobacco Report. British- 
American Tobacco stockho'ders must still presume that 
the 8 per cent. fall in profits is due to an increased taxa- 
tion burden rather than to disappointing trading results. 
The full accounts are as bare of precise information and 
comment on this point as the preliminary figures (dis- 
cussed on page 520 of last week’s issue of The Economist). 
The appropriation accounts for the past three years are 
analysed below: — 

Years ended September 30 


1937 1938 1939 
—_ £4 £ 
Profit, after tax ............... 5,760,450 5,590,886 5,165,453 
Pref. dividends ............... 585,000 585,000 585,000 
Ordinary stock (tax free)— 
I bik x556h Seduce bans $ekae A 9,175,450 5,005,886 4,580,453 
RE Re uidevecce Gvchaxcuneaa . 5,033,399 4,739,510 4,543,029 
Earned °, 21-8 21:1 19-3 
laa ik 214 20 19} 
To contingencies ............... 100,0004 500,000 


CRIT CORRE sssnesssicsceseccs 2,470,331 2,736,707 


t+ To benevolent fund. 


to 


274,131 


Owing to the substantial rise in the standard rate of 
income tax, the gross rate of dividend represented by the 
reduced tax-free is about 1} per cent. more than 
in 1937-38. The provision of £500,000 for contingencies 
necessitates a reduction in the carry-forward, though it 
remains at an impressive figure. A number of fairly large 
balance-sheet changes suggest that 1938-39 was a year of 
expansion. The increase in total assets by £2.8 millions 
is rather greater than usual, and is due mainly to a rise 
in loans and current accounts due from subsidiaries. Net 
interests in subsidiaries and associated companies have 
expanded by over a million pounds to £33.2 millions. 
Debtors have increased by a similar amount, while stocks 
stand at {4,778,302 against £4,389,102. The merging of 
taxation and contingencies provision with creditors pre- 
vents the separation of trading changes and financial allo- 
cations, but part of the rise in this omnibus item from 
£4,002,635 to £6,079,042 must be due to taxation pro- 
vision. Distortions of world trade due to war conditions 
may pose awkward problems of adjustment in some of the 
company’s overseas markets, but it by no means follows 
that total trading will be reduced, and the directors’ 
decision to maintain the dividend rate for the first quarter 
of 1939-40 may be an encouraging sign. 


* * * 


Bank and Discount Dividends. In the early days 
of war, prices of fully-paid bank shares suggested that the 
maintenance in 1939 of 1939 dividends was generally 
expected, and as the year ended bank share prices 
hardened in sympathy with gilt-edged stocks. The 
first batch of dividend and profits announcements 
for 1939 has produced no important changes, as we 
show in the table at the head of the opposite page. 
It was realised in September that banks should do well 
from their part in the financing of war production, but that 
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Earned for 


Total Equityt Dividends 
Profits Amt. Rate Final Total 
| f£ : - * 4 
Westminster Bank 
(£4, fl pd.)— 
DN aud sevarteaveccess 1,557,161 1,053,330 20:5 9 18 
ST cthemssscecusan 1,475,745 982,458 20:2 9 18 
Martins Bank (shares)— 
i cssuiucindauieeds 872,929 772,929 20:1 Jig = IAle 
eee 876,025 776,025 20-6 Jlio 15 


District Bank (“ A” 
and “ C’”’ shs.) 
BEE Zasavncuanbeaes 
SOPOT. sdsassissesescs 
Barclays Bank (“ B”’ 
and “C”’ shs.) 
ae cat ewes «cacldus 1,926,458 1,677,757 18°6 
ere teva 1,784,880 1,549,042 18°1 
Alexanders Discount 
(ord. shs.)— 
EE ocacheaadesis seve 
PE  vaxanebaesandsann 
National Discount 
““B”’ shs.)— 
SE pcoupheds sis<swis 
ee See ck ig ; 
Union Discount 


(Stock)— 


508,808 415,898 21-6 
8 


6 1813 
490,090 398,365 21° 6 


1813 


14 


| 


363,962 142,500 17-9 10 


160,000* 21:°4* 10 


_— 
ss 


tom to 


26 
26 


159,511 38-2 


—_— 
~~] 


698,047 246,158 : 614 10 


614 10 


+ Before bank premises allocation. * Apparent, assuming no 
provisions out of profits other than addition to carry-forward. 


+ Total profits shown after fees. 


provision for depreciation of gilt-edged holdings would be 
a factor working in the other direction. The subsequent 
trend of events has largely cancelled the latter argument, 
and the full benefit of increased activity should accrue to 
the banks once allowance has been made for the extra 
expenses of decentralisation and A.R.P. incurred in the 
early days of war. Discount houses seem to have done 
better than was expected, and the additional volume of 
Treasury bills has doubtless assisted profits. 
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The New Trepca Arrangement. — The revised 
agreement between Trepca Mines and the Jugoslav Gov- 
ernment, as described by Mr Chester Beatty at the annual 
meeting last week, suggests that prospects for the current 
year should be satisfactory. The agreement of July 1938, 
has been suspended as from September 1, 1939, until 
June 30, 1940, and the new settlement will govern the 
disposal of the company’s products and remittances. Under 
the new plan, a proportion of the mine production will 
be sold against dinars to the Jugoslav Government on the 
basis of world prices. After meeting expenses arising in 
dinars, the balance of revenue may be disposed of as the 
company wishes, and the proceeds may be retained in 
London. As for actual working operations, as distinct 
from immediate financial arrangements, Mr Beatty was 
able to give a similarly satisfactory report. Although the 
construction of the lead smelter was delayed, the first 
hearth came into operation on December 21st, and since 
the strike terminated early in September the mine has 
been working normally. Improved prices are expected to 
offset increased costs of freight and insurance. Share- 
holders may well feel relief that the company’s difficulties 
in wartime have found such a solution. 


* * * 


Company Meetings of the Week.—-The chairmen’s 
remarks at the Bank of Montreal and at the Trepca 
Mines meetings are discussed in Notes on page 22 and 
page 29 respectively. At the Scottish Australian Com- 
pany meeting, Mr J. C. Inglis expressed satisfaction that 
the company had been able to send over 10,000 bales of 
wool to this country without the loss of a single bale 
through enemy action. Mr Frederick W. Baker described 
to Oroville Dredging Company members the operations 
and results of each of the company’s main interests. These 
included the payment by Pato Consolidated Gold Dredg- 
ing of an initial dividend of 10c. per share in June, 1939. 


Guaranty Trust Company 
of New York 


Incorporated with limited liability in the State of New York, U.&.A. 


Condensed Statement, December 31, 1939 


RESOURCES 
Cash on Hand in Federal Reserve 
Bank, and Due from Banks and 
Bankers aa faa i . $1.040,901.764.23 
U.S. Government Obligations 729,600,979.13 
Public Securities a oe bs 57,848,398.56 
Stock of the Federal Reserve Bank 7,.800,000.00 
Other Securities and Obligations ... 26,378,612.54 
Loans and Bills Purchased 900,360,310.08 
Credits granted on Acceptances 14,620,349.24 
Items in Transit with Foreign 
Branches eae a 
Accrued Interest) and 
Receivable eee eee eee e 
Real Estate Bonds and Mortgages... 


or 147,948.35 
Accounts 
9,052,305.77 
1,803,142.33 
$2.388.513,810.23 
11,754,741.69 
1,365,713.09 


Bank Buildings 
Other Real Estate 


$2.401,634,265.01 


LIABILITIES 


$2,074,898,693.39 
13,528,652.49 


Deposits eee aes 
Outstanding Cheques 
$2,088,427,345.88 
Acceptances , --» $21,716,899.57 

Less: Own Acceptances 
held for Investment — 7,096,550.33 
emia PpAsCOInne 
Liability as Endorser on Acceptances 
and Foreign Bills as - 
Dividend Payable January 2nd, 1940 
Miscellaneous Accounts Payable, 

Accrued Taxes, ete. 


2,201,978.00 
2,700,000.00 


18,982,637.54 
$2,126,932,310.66 

Capital... “a $90,000,000.00 
Surplus Funds ... 170,000,000.00 
Undivided Profits 14,701,954.35 


Total Capital Funds ————————-__274,701,954.35 


$2,401,634,265.01 


a ee 


Securttics carried at $18,322,353.74 in the above Statement are pledged to qualify for 
fiduciary powers to secure public monies as required by Law and for other purposes. 


32 Lombard Street, E.C.3 


Bush House - WC2 
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THE STOCK EXCHANGES 


London 
Note: All dealings are for cash 


THE market has greeted the New Year 
with good cheer. Stock has been in 
short supply, but there has been a 
steady volume of business, particularly 
in the Funds, which has spread from 
the public to institutional buying. In 
the industrial section, interest has 
spread from cotton shares to steel 
issues, which have lain almost neglec- 
ted since the outbreak of war. One of 
the few cheerless features of an other- 
wise pleasing scene was the continued 
depression of aircraft shares. 


* 


Interest in the gilt-edged list was 
concentrated at first largely on the 4 
per cent. issues, led by Funding Fours. 
But activity broadened after the initial 
rises, and Thursday was a really good 
day for the market, with rises ranging 
up to ? of a point. No common view 
appeared to be shared, however, re- 
garding the possible timing of new 
Government borrowing. The advance 
in gilt-edged stimulated Dominion and 
home corporation stocks. Among the 
former, Australian and New Zealand 
issues were Outstanding. 

Business in the foreign bond market 
was concentrated largely upon Japanese 
issues and Chilean bonds, which 
showed consistent progress. By con- 
trast, Brazilian bonds’ were less 
prominent. 

Home railway issues have fluctuated 
somewhat erratically. The senior 
charges were firmer, thanks to the ad- 
vance in gilt-edged, but dwindling 
support for the junior stocks caused 
some slight falls. 


* 


In the industrial market, the trend 
was mainly upwards, and 1940 business 
began with a better volume of business 
too. Textiles continued in favour, but 
the main feature of the week was the 
revival of interest in heavy industrials. 
Owing largely to hopes that export 
licences would be granted more freely, 
there was considerable investment sup- 
port for iron and steel and engineering 
issues generally, and also for shipbuild- 
ing shares, and prices rose accordingly. 
Aircraft and motor issues, however, 
were irregular, and electrical equipment 
shares continued to be dull. The mar- 
ket was disappointed with the Leyland 
dividend. Textile and rayon shares 
again advanced, though owing to profit- 
taking the best prices were not always 
held. Breweries and tobacco shares 
sagged slightly after a good start. The 
leaders among miscellaneous issues 
were mostly firmer. A sharp advance 
occurred in Emmies, but I.C.I. did not 
respond appreciably to the “nylon” 
agreement with Courtaulds. Turner 
and Newall receded in mid-week. 


* 


The oil market was a shade more 
active, but interest was restricted to 
the leading issues. Price movements, 
however, were varied and in most cases 
small, there being no _ pronounced 
movement one way or the _ other. 
Anglo-Iranian weakened fractionally 
on political considerations, while 
Anglo-Ecuadorian responded to the 
good 1938-39 dividend. Rubber shares 


were dull, though a slightly firmer 
undertone was apparent on Wednes- 
day. Business was confined to the lead- 
ing shares, and was scarcely enough to 
influence prices. The tea share market 
remained torpid, with only slight price 
movements. 
* 


On re-opening after the New Year 
holiday, the mining market was firmer 
for choice though not much more 
active. The interest which has lately 
been diverted to base metal shares is 
tending to return to Kaffirs. Cape sup- 
port was more in evidence, and there 
was a quiet demand for the dividenc- 
payers and quotations became moder- 
ately firmer. Towards mid-week there 
was some revival of interest in the de- 
veloping mines, which previously had 
lagged behind. After a good start, West 
African issues reacted on consideration 
of the effect of taxation on dividends. 
Base 


metal shares were quict, 
Rhodesian copper. shares __ scarcely 
changing. Tin shares were relatively 


neglected, but there was better inquiry 
for lead-zinc producers. 


* FINANCIAL NEWS” 
INDICATORS 


Security Indices 


' Corres. 
otal ae 


1939 Bargainst Da 
— 1938 30 ord. 20 fixed 
shares* int.t 
Dec. 29... 3,247 5,215 75:3 117°5 
1940 
Jan. 1 Stock Exchange Closed 
ae 5,390 6,745 75:7 117°6 
Dos 4,110 5,770 76:3 18-0 
4 4.744 5,710 76-9 5 
1940 
High 76°9 118-5 
jan. 4 Jan. 4 
Loz 75°7 117-6 
Fan. 2 Fan. 2 
+ Approx. total recorded in S.E, List. * July 1 
1935 = 100. + 1938 = 100. 


ACTUARIES’ INVESTMENT INDEX 


During December the prices of gilt- 
edged stocks and fixed-interest secu- 
rities in general became firmer, while 
the average of industrial share prices 
changed very little. Thus the Actu- 
aries’ Index of 160 industrial equity 
prices at December 29, 1939, stood at 
56°4, against 56-9 a month ago and 
61-5 a year ago, while the average yields 
were 6-16, 6-16 and 6°13 per cent., 
respectively. The relative stability of 
the general industrial index, however, 
conceals considerable differences in the 
behaviour of various groups. The main 
features of December were the strength 
of textile shares and home rail stocks. 
We give below a selection of the com- 
ponent equity indices, and particulars of 
certain fixed-interest securities. 


Prices 
(Dec. 31, 1928 = 100 
Group (and No. of 
Securities) 
Dec. 30, | Nov. 28, | Dec. 29, 
1938 1939 1939 


Fixed interest :— 


212%, Consols. (1) | 125-3 120-4 | 121°8 
Misc.indus.deb.(14), 119-6 108 -2 110-0 
Misc. indus. pref.(26) 110-5 102-6 102°9 
Ordinary shares :— 
Insurance (10) ... | 112-9 96-2 90-7 
Aircraft manufg.(5)¢ 100-0 60-5 56°7 
Building matls. (6) 69-2 58-1 54°6 
EE 78°8 86-7 89-3 
CURE CP cconcccce 23°6 24°9 30-6 
Home rails (4) ..... 35°0 35°9 42-0 
Breweries, etc. (20 108-9 108-8 01:2 


Yield (%) 


Group 


Dec. 30, Nov. 28, Dec. 29, 


1938 1939 1939 

Fixed interest :— 
212%, Consols..... . 3:56 3-71 3°66 
Misc. indus. deb.... 3-98 4°39 4°32 
Misc. indus. pref.... 4°46 4°78 4°77 


Ordinary shares :— 


Insurance Cos. .... 3-78 4-32 4°76 
Aircraft manufg. 11-82 12:37 
Building materials 7°94 7°87 7°26 
Coal 6-73 6°07 6-00 
Cotton 3-14 3-19 2:74 
Home rails 9-65 0-41 0-34 
Breweries, etc. 6°11 6°17 6°53 
t December 30, 1938 100. 


New York 


THE slightly firmer tendency which was 
apparent at the end of 1939 became 
much more pronounced on re-opening 
after the January 1 holiday. At first busi- 
ness was quiet with prices either steady 
or firmer. Support, however, was some- 
what tentative, until interest broad- 
ened during Wednesday’s session and 
the advance became more pronounced, 
with gains of anything up to a dollar. 
The Dow Jones industrial index, for 
instance, rose from 151.43 to 152.80, 
in contrast with daily rises of less than 
a point at the end of December. The 
President’s speech left the market un- 
ruffled. Steel and chemical issues re- 
ceived perhaps the most support, and 
some interest was shown in copper 
shares. Motor shares were firm, and 
rails and utilities also were better for 
choice. Steel output for the week is 
estimated by Iron Age as 86 per cent 
of capacity, against 74 per cent. a week 
ago 

By courtesy of the Standard Statistics 


Company, Inc., of New York, we print 
the following index figures of American 


values calculated on _ closing prices 
(1926= 100). 
WEEKLY AVERAGES 
1939 
Dec. | Dec. | Jan. 
Low High 20, 27, 3, 
Apr. Jan. | 1939 1939 | 1940 
12 4 
347 Ind’ls.... 92°8 114-5 108-0 107-4 111-4 
32 Rails 23-3, 32:5 29:3; 28-8 30-7 
40 Utilities 77-8 89:°9t 86°5 86°5 89-4 
419 Stocks 79-3 95°6)| 91-8 91-3 94:8 
Av. yield*... 4°42%+¢,.3-31%|4°37% 4°39% 4°-W% 
High Low | 


* 50 Common Stocks. t Aug. 2nd. $ Aug. 23rd. 
DatiLy AVERAGE OF 50 AMERICAN 
CoMMON STOocKsS (1926 = 100) 


Dec. 28 Dec. 29 Dec. 30; Jan.1 | Jan.2 Jan. 3 


120-8 | 121-1 | 121-2 A | 122-6 | 123-7 
1939 High: 130°3 January 4th. 
April 8th. h Holiday. 


Low: 98:8 


ToTaAL DEALINGS IN New YORK 


Stock Exchange 


1939 
Shares Bonds 
000’s $000’s 
December 28 ........ 1,080 10,580 
0 C——— 1,140 9,960 
as ei os 660 4,460 
1940 } 
January Data ace Closed Closed 
» ees 580 4,920 
» 3 \ 1,020 7,510 
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January 6, 1940 
New York Prices 


Close Latest Close Latest 


Dec. Jan Dec. Jan. 
28, 4, 2, 4, 
1939 1940 1939 1940 
1. Rails and Shell Union... 12 13 
Transport Socony Vac.... 115g 125; 
Atchison ...... 2334 25 |Stan.Oi1Cal. 25 2555 


Balt. & Ohio... 512 614 Stan. Oil N.J. 435g 4554 
Ches. & Ohio 395g 4154| Texas ......... 4334 45 
G.N. Ry. Pf. 26 27\4 
Illinois Cent... 1212 131g 4. Manufacturing 
N.Y. Central 18° 1855 Briggs ......... 2112 2214 
Northern Pac, 854 918 Chases ai 895, 90 
Pennsylv.R. 2273 2458 Gen. Motors 545g 55! 
Southern Pac. 145g 1558) Boej Airpin 2152 2234 
Southern Rly. 195g 201g ‘Douglas Air... 813, 83 
Union Pac. ... 94'2 96 | United Aircft. 47 47 
2. Utilities and | Allied Chem. 175 178 
Communications Dupont ......180 183 
Am. W’works llig 121g/Gen. Electric 40 405; 
Con. Edison 30. 317% West’hse Elec116 117! 
Col. Gas & El. 614 71g/ American Can 11214 113%4 
N. American 22!4 23%8 Caterpillar ... 541g 555 
Pac. Gas & El. 33x » Int. Harvester 6014 62 
Pub Serv N.J. 40 aor g Johns Manvle 73!2 7654 
United Corp. 214 2lp\Corn Prods.... 63 64 
Un. GasImp. 14), 145, |J I Case & Co. 70lo 74 
Amer. Tel. ... 170 1723g|/Glidden ...... 1614 19 
Inter.Tel.For. 41g = Celanese of A 29 30 
Westn. Union 25! , Eastm’n Kdk 165!> 166 


Radio ......... 533 STORMED .50<seu00 351 2 36 
3. Extractive and * 20th Cen. Fox 12 Ae 

ae Mill - s '§. Retail Trade, etc. 
= Steel wil ‘Mont. Ward. 54!) 55 


cS 223, 2 Sears Roebck 8&3 R652 
ye 6614 675, Woolworth ... 3813 39)4 
Am. Metal ... 231g 2414| Nat. Dairy ... 1614 16 


; : 503g 525,;4m. Tob. B. 8514 87! 
Am. Smelting 50° Nat. Distillers 231, 245, 


17 

8112 82 
3 

‘ 


Anaconda ... 30g 3054 

Cerro de Pas. 365g 397, ‘ 

Int. Nickel ... 367, 381,|° Fimance 
Kennecott ... 3714 385, 


Comcel. Credit 45!» 47°, 


wa 


U.S. Smelt.... 61 61!2'Com. Inv. Tr. 51! 


Canada 


By the end of November the ad- 
vances made earlier were more than 
cancelled, partly owing to the steady 
liquidation of securities owned abroad 
and partly to the failure of large 
war orders to materialise. Early in 
December, however, the tone of 
the markets improved. Anticipation 
that the Russo-Finnish war would re- 
sult in a further curtailment of exports 
of forest products from the Baltic, 
pushed up pulp and paper stocks, 
and the rise in grain prices helped the 
stocks of western grain companies, 
while liquor stocks are being helped by 
the reduction of imports from Europe. 
The mining market behaved similarly, 
but gold stocks fared better than base 
metal issues. The middle of the month 
was unexciting. Recovery was resumed 
in the latter half of December and on 
the whole there was a net gain in prices 
as compared with the end of Novem- 
ber. Canadian Celanese showed a sub- 
stantial rise. 


Nov. Jan. Nov. Jan. 

29, - 29, 5. 

1939 1940 1939 1940 
Bell Tel. ...... 16712 16715 Int. Petrol ... 25 2314 
Can. Car....... 1412 1534 Brazil Trac. 9 9° 
Do. prefd. ... 27 27 ~Brit. Col. 
Power Corp. 107g 1034, Power “tA” 2614 28 
Dome Mines 271> 2814Do.“B” ... 2!o 2! 
Hollinger 1415 147g Can. Cement 65; 8 
McIntyre ... 5512 5610 Int. Nickel 47 4614 


B. of Montr’l.210 210 \MasseyHarris 554 6) 
Bk. of Nova Montreal Lt. 301g 3054 

er 312 311 uebec Pow.. 165g 165, 
R. Bk. of Can. 18917 183 |Shawinigan 


C. Bk. Com. 167 168 Water ...... 22516 237 
Gan. Pac. ... 6 612 Steel Co. of 
Cock. Plow... 9 9 | Canada...... 85 «85 


Foreign Bourses 


Paris. —During the first half of 
the month the Paris Bourse saw active 
trading and rising prices, but they were 
due to special causes rather than 
normal economic health. The persistent 
upward trend, checked relatively 
slightly by the invasion of Finland and 
occasional profit-taking, was at first 
attributed mainly to the exceptional in- 
vestment demand created by a large 
volume of repatriated funds. But as 
time went on due recognition was 
given to the speculative element in the 
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general rise in prices. After the middle 
of the month, profit-taking assumed 
greater proportions, and just before 
Christmas there was a considerable re- 
action on the unloading of speculative 
positions. The market was all the 
healthier for this shaking-out, and 
after Christmas conditions were quieter 
but prices steady. Especially in the 
latter part of the month, rentes were 
firm. The immediate response to the 
Franco-British financial agreement was 
a strengthening of rentes and some 
selling of “‘ refugee internationals,” and 
the Bourse acknowledged the hard 
truths of M. Reynaud’s Budget with 
fortitude. 


Nov, Jan. Nov. Jan. 
29, 5. 29, Dy 
1939 1940 1939 1940 
3% Rentes 71°65 77:10 Chargeurs 
4%Rts.’17 74°80 78:20 Reunis .. 532 783 
Banque de Rio Tinto 2,674 3,267 


France ...7,775 8,700 R. Dutch... 63,500 67,600 
Credit Mex.Eagle 66:00 77°50 
Lyonnais 1,560 1,645 Chartered 194-00 227-00 
Suez Canal 17,650 17,950 Ford ...... 68:00 84-00 
Wag. Lits. 41:00 51-00 Johnnies ...357-00 382-00 


Berlin. —During December _ the 
tendency was very firm. Gas, electri- 
city, electrical equipment, and chemi- 
cal shares led another general advance 
of prices, bringing the official index o! 
share prices to a new high level for the 
year. Mining and armament shares 
slackened in their advance. Vereinigte 
Stahlwerke shares were offered in great 
volume due to the confiscation of the 
property of Fritz Thyssen, the leading 
shareholder, who left Germany. There 
were even increases in consumers’ 
goods issues, particularly textile shares. 
Foodstuff shares were, however, just 
maintained. Shipping issues continued 
to fall, while machine issues were 
irregular. Several companies, supplying 
normally overseas markets, fell heavily 
after the suspension of their dividend 
payments. Financial issues followed the 
general upward trend. 


Nov. Dec. ; Nov. Dec. 
30, 22, 30, 22, 
1939 1939 1939 1939 
Dresdner Siemens 


Bank... 105:°25 105°88 & Halske 212-00 219-75 
A.E.G.... 118°50 122:00 Verein. 

Farben In.159-°50 164°88 Stahlw. 
Rh. Stahlw 134:50 135-13\Hapag ... 


101-13 402: 88 
45°75 36°00 


Amsterdam. —In December price 
changes on balance were upwards, but 
the month opened with general depres- 
sion owing to the invasion of Finland. 
After that there was a tendency towards 
recovery, succeeded by some slight 
weakness as the year ended. Different 
groups, however, showed dissimilar 
behaviour. Bonds remained depressed, 
and were not helped by the disappoint- 
ing response to the new 4 per cent. 
Government loan. Local industrials 
were irregular, but by Christmas 
stood roughly at the same level as a 
month earlier. But commodity shares, 
though they were not spared by the 
poor beginning to the month, were 


mainly firmer at the close. Shipping 
shares also were a good market. 
Nov. Jan. Nov. Jan 
29, 3, 29, 3, 
1939 1940 1939 1940 


212% Dutch 6234 6114 Ford Motor 31614 308 
Philips Lp. 12554 131 DeliB. To. 10615 11814 
Lever Bros. Ryl. Dutch 2441. 2655, 
&Unilever.. 96 97 Hand. Am. 371 402 


Capital Issues 


CAPITAL ISSUE TOTALS 


Week ending Nominal Con- New 


January 6th, 1940 Capital versions Money 
4 £ 
To the Public ...... Nil jus Nil 
lo Shareholders 101,378 ae 107,800 
By S.E. Introduction Nil ais Nil 
By Permissionto Deal 98,672 ow 141,843 
Savings Certs., week 
to Dec. 30, 1939... 1,500,000 1,500,000 
3%, Defence Bonds 
sales, week to Dec. 
30, 1939 .. 1,100,000 1,100,000 


3] 


Including Excluding 
Year to date Conversions Conversions 
£ £ 
1940 (New Basis) ...... 249,643 249,643 
1939 (New Basis)........ 2,014,119 2,014,119 
1940 (Old Basis) ......... 107,800 107,800 
1939 (Old Basis) ......... 1,137,292 1,137,292 
Destination 
(Excluding Conversions) 
Brit. Emp. Foreign 
Year to date U.K. ex U.K. Countries 
£ £ £ 
1940 (New Basis)... 249,643 Nil Nil 
1939 (New Basis)... 1,286,827 727,292 Nil 
1940 (Old Basis) ... 107,800 Nil Nil 
1939 (Old Basis) .... 410,000 727,292 Nil 


Nature of New Borrowing 
(Excluding Conversions) 


Year to date Deb. Pref. Ord. 
4 & 
1940 (New Basis). Nil Nil 249,643 
1939 (New Basis)... 475,000 1,589 1,537,530 
1940 (Old Basis) ... Nil Nil 107,800 


1939 (Old Basis) ... 927,292 


Note.—*“* Old Basis ”’ includes only public issues 
and issues to shareholders only. ‘‘ New Basis ”’ 
includes all new capital in which permission to deal 
has been granted. 


ISSUE TO SHAREHOLDERS ONLY 

Anti-Attrition Metal Company. 
—Issue of 500,000 new 2s. shares at 
par, in ratio of two for five held. Lists 
close January 20th. Treasury consent 
has been obtained. 

BY TENDER 

Barnet District Gas and Water 
Company.—Tenders are invited for 
£50,000 5 per cent. preference stock 
redeemable at par March 1, 1950, at a 
minimum of 100. Net revenue, 1938, 
£62,707. For each of the 17 years to 
December 31, 1938, the ordinary 
dividend stock has been at the 7 per 
cent. maximum. Number of water 
supplies, 1938, 50,348; gas sold, 
2,652,353 therms. 


Dividend 


Announcements 


Rates are actual unless stated per annum 
or shown in cash per share. Rate for 
previous year refers to total dividend, unless 
marked by asterisk to indicate interim 


210,000 Nil 


dividend. 
*Int. 
Company or Total a Prev. 
+Final able =_ Year. 
BANKS | 
Alexanders Discount 10t¢ SOME. ess 17 
Chase Natl. (N. York) | 70 cts ... | Feb. 1| 70 cts 
Martins Bank ..... Tlot} 15 ona 141 
National Discount A 5+ a BES 10 
Do. do. B 17+} 26 | .. 26 
Westminster Bank ... 9+ 18 |Feb. 1) 18 
Do. do. £1 6l4t 210 |Feb. 1 12 
TEA & RUBBER 
Braunston Rubber ... j . 5 
Kampong Kuantan R. ti ‘ iFeb. 1| 5* 
Padang Senang Rbr. 5 |, | 5 
Tanah Estates ........ 3 Nil 
MINING 
New Guinea Gold . ; | 5 |Jan. 27 5 
Sungei Way Dredging 10* | | Jan.18|; 212* 
INDUSTRIALS 
Adams (Thomas).... 212%; ... | Jan. 4 
Anglo-Ecuadorian Oil 10 | Jan. 17 10 
Associated Chocolate peu: a 2 
pf Ue 5* ... |Feb. 28} Nil* 
Beecham Maclean ... 16* aT ; ‘ 
Brett’s Stamping ...... | $5* | ... $5* 
Bulmer and Lumb .. 4* occ |e eo 212* 
Davenports Holdings 6t 10 wei 10 
Eno Prop’s. Ree ase 2 ees Nil* 
Gt. Nthn. Telegraph 210%) ... | Jan. 1 212* 
Houlder Line ....... see ee a 7h; 
Hunters The Teamen | $17s*| ... | | $17* 
Kay (John) ............ 4* at Sok Oe 
Lobitos Oilfields ...... | _5* «+ |Jan.31} 5* 
Macleans, Ltd.......... 2 ee PO 
Ogilvie Flour ......... | 25 cts sid Jan. 2 | 25 cts 
Prichard & Constance | 50* | ... | Nil* 
Rheostatic Co. ......... 12t | 16 8 
Rio de Jan. Flour...... a Fo 
Shop Investments ... | 4* --.» | Jan. 16 +“ 
S. African Distilleries | (a) 4* - |Jam.aa) 6* 
Spencer and Co. ...... |... | Oe wel 11 
Trust Houses ....... . | (a) 2* coe 1 em 89 2108 
Trustees Corpn. ..... mt ns Eh oe 3* 
UNIT TRUSTS | Pence | | Pence 
Savings Unit ......... i@3i ... Jan. 15 (6) 2 


t+ Free of income tax. (a) Paid on a larger capital. 
(6) Net per ten sub-units. 
ANGLO-ECUADORIAN OILFIELDS.—Ordi- 
nary dividend maintained at 10 per cent. 
BULMER AND LUMB.—Interim ordinary div 
dend raised from 2!2 to 4 per cent. 


(For Shorter Comments see page 35) 
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Industry and Trade 


Fall in Automobile Sales.—As the accompanying 
table shows, sales of private cars before the war were well 
above the previous year’s level and in July new registra- 
tions of goods vehicles showed an improvement after a 
long period of decline. As a result of the war the industry 
was faced with an abrupt decline in domestic civil demand. 
Production for the home market is to continue, but at a 
comparatively small level. This does not mean that the 
manufacturing section of the industry is faced with bank- 
ruptcy; far from it. Its resources of machinery and skilled 
labour will be required for the satisfaction of military 
demands and for an expansion in exports. At the moment 





REGISTRATIONS OF NEW VEHICLES 

















Private Cars Commercial Vehicles 
 so0n-20 | e0s0-20| .. % 1937-38 | 1938-39| _, % 
| change change 
October ............00+ 21,036 | 20,033 | — 4:8 6,494 5,597 | —13°8 
November ...........+ 20,645 | 23,588 | +14:°3 5,224 5,030 | — 3:7 
December ............ 25,795 | 26,018 | + 0-9 6, ; 5,604} —11°5 
January .............65 24,858 | 27,326 | + 9:9 7,256 | 6,538 | — 9-9 
February ............ 19,039 | 23,509 | +23-5 5. / 4,617 | —11-9 
TCH ss eeseaseeeees 35,470 | 39,267 | +10-7 7,871 | 7,304) — 7:2 
Et basicsenieueaboenns f 25,645 | — 0-0 5,268 | 4,517 | —14:3 
ERR 24,589 268 | +15-0 5,455 | 5, — 0:5 
ED: -saneseoseeebbeenes 640 | 26,502 | +17-0 5,419 | 5,375 | — 0:8 
il spibbbinebnneeonsien 20,811 3,967 | +15-2 3622 | 5,726 | + 1°8 
August ...........0000 14,593 (a) (a) 4,458 (a) (a) 
September _......... 17,067 (a) (a) 4,741 | (a) (a) 





(a) Not available. 


the industry is still in the stage of transition from peace 
to war conditions. And the initial slump in domestic civil 
sales has naturally caused some dislocation. Figures for 
home sales in August-October have not been published. 
But the returns of new registrations in November, issued 
by the Ministry of Transport this week, reveal a sharp 
decline. Thus new registrations of cars taxed on horse- 
power (mainly private cars) fell from 23,588 units in 
November, 1938, to 3,549 in November, 1939—a decline 
of 85 per cent. The reduction in new registrations of goods 
vehicles, though less marked, was also substantial; the 
figures are 5,030 units for November, 1938, and 3,334 
for November, 1939—a fall of 33.7 per cent. 


* * * 


Retail Sales Less Buoyant.—The average daily 
value of retail sales in November, as recorded in this week’s 
Board of Trade Fournal, was less than 1 per cent. higher 
than in the corresponding month of 1938. This suggests 
that the sharp rise of sales in September and October was 
due to the desire to lay in stocks and to the exceptional 


VALUE OF SALES AND STOCKS COMPARED WITH YEAR AGO. 
= | 
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Non-Food Merchandise :— . 
spbbubsonabakbbesiosncnn + 37:9; — 0-9} — 9-9] + 17:2 
Ww PED bbb cisensknebesensnon + 163/ + 1:0} — 6:8] + 14:9 
Men’s and boys’ wear ............ + 17-9) + 17°5| + 0-6] + 10°6 
Boots SED bckisickibhseeansiies +_36°7| + 10-8} + 42] + 0-7 
Furnishing departments ............ Nil — 14°7| — 19°4} + 71 
SED” ‘dstapenepcsecnnonsensenncce — 15°5| — 10:0} — 8-7] + 3-4 
Fancy departments ............... '+ 11-5/ + 03) — 50) + 6:5 
Sports and travel ...........0:.+++: |; + O06) + 16]... — 5:5 
and unallocated : 17-3 |} + 14:2) + 11:9] + 5-7 
Total—Non-Food Merchandise | + 146-4) + 3:3) — 40/+ 8-7 
Food and Perishabies............... |} + U7) + 96) + S-2)] + 20-7 
Total—All Departments ... | + 13-9) + 65/+ 08/+ 9-5 





requirements of A.R.P. materials. (The withdrawal of 
individuals from private occupations to the Defence Forces 
can hardly explain the fall.) The value of sales of food 
was again appreciably higher than in the previous year, 
but in view of the rise in prices it is probable that the 
volume of sales was somewhat smaller. With the exception 
of men’s and boys’ wear, boots and shoes, and miscel- 


laneous articles, the value of sales of non-food merchan- 
dise was—in many cases substantially—lower than in 
November, 1938. Stocks of most articles at the end of 
November were appreciably higher than a year earlier. An 
analysis of the regional distribution of sales reveals the 
continuation of previous tendencies. Sales in London were 
34.7 per cent. smaller than in November, 1938, and those 
in suburban London also showed a slight reduction; the 
figures for all other districts, however, again registered 
an increase. 
* * 


British Tobacco Imports.— During 1938, this 
country imported some 346 million Ibs. of unmanufactured 
tobacco, of which 258 million lbs. came from the United 
States at a cost of £174 millions. Less than 2 million lbs. of 
unmanufactured tobacco came from Greece and Turkey; 
as the table below shows, the proportion drawn from each 
of these two countries has varied considerably : — 


BRITISH IMPORTS OF UNMANUFACTURED TOBACCO 















| | January-June 
1937 1938 1937 19338. | -———____—__—_. 
| 1938 | 1939 
Million lbs. | £7000 Million lbs. 
British Empire ...... 57:3 | 82-9 2,799 4, 36-8 31- 
eee 210-1 | 262°9 | 14,516 | 18,122 87-7 65:7 
of which from | 
ns esnnencseess 203-4 | 257:5 | 14,061 | 17,674 85-9 64:0 
GEECCE cocccccccces 0:3 1:5 27 182 0-4 0-3 
Turkey ........000. 1-6 0:4 145 30 0:2 0:1 


A very small use of Turkish-type tobacco as a compulsory 
blend with Virginian would therefore supply a much- 
enlarged market for exports from these two countries, 
which have in recent years been dependent mainly on 
Germany as a market for their tobacco. As the next table 
shows, the exports of Greek and Turkish tobacco to Ger- 
many and German-occupied countries have been about 
55 million lbs. per annum: — 


GREEK AND TURKISH EXPORTS OF TOBACCO IN LEAF 
(Million Ibs.) 


Turkey Greece 
1937 1938 
Total exports ...............006 95-0 25-1 
of which to 
Ei niemneseuteninocssnonse 2:0 0:3 
Germany™ ..........0006. 41-2 14-2 
TEE iscsnousennseencsoese 3-1 0-2 
Sly: dntsccenueensancsenee 31-0 8-4 
Italy Coeccccsccccescesecesere 2°8 eco 
Belgium ..............s000 2:7 . 


This amount, together with the small Bulgarian produc- 
tion, could easily be absorbed in this country to the benefit 
of our trade policy and the external finances of these 
countries. In view of the importance of reducing the de- 
pendence of the Balkan countries on the German market, 
it would surely not be too much to ask the British public 
to accept an admixture of “ Turkish ” with “ Virginian” 
tobacco in its cigarettes and pipes; the fact that imports 
of tobacco were, from January 1, 1940, to be brought 
under a licensing system, may be taken as an indication 
that such a step is contemplated. 


* * x 


Further Rise in Prices.—Between December 12, 
1939, and January 2, 1940, The Economist index of whole- 
sale prices showed a further advance from 89.0 to 92.1. 
Each of the component series is higher. Wheat and barley 
were both dearer; in the absence of any recorded prices for 
English meat, these have been included in the index at 
the level of early December, although it is probable that 
they are now too low. There has been a further rise in 
the prices of cotton and cotton yarns and wool tops, and 
in those of raw jute, silk, flax and hemp. The index for 
minerals has been raised by the new level of controlled 
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prices for non-ferrous metals, which have been adjusted 
to allow for the fact that they now include the cost of 





7 WHOLESALE PRICES IN UK. AND U.S.A. (1927 = 100) 
. Jan. 


or — 
Dec. | Jan. | Aug. | Oct. | Nov. | Dec. 
































Nov. 
24, 8, | 4, > 1, > > > 
1938 | 1938 | 1939 | 1939 | 1939 | 1939 1939 | 1940 
The Bepnarait Sanden | | 
MK.) i } | \ j 
Cereals and meat | 66:8 | 66:4 | 69:6 | 66-9 | 80-9 | 85-5 | 87:3 90-6 
Other foods ...... 57-6 | 57:5 | 57-6 | 61:1 | 78-2 | 79-3 | 79-6 | 79-7 
Textiles ......... 53-6 | 52-7 | 53-4 | 54:3 | 68-1 | 72-6 | 77-4 | 82:4 
Minerals :........ 95-5 | 94-2 | 91-8 | 95-4 | 99-9 102-7 |104-3 j111°1 
Miscellaneous ... | 75-5 | 75-3 | 76-2 | 77-6 | 90-5 | 93-4 | 96-1 | 96-8 
Complete Index | 69-0 | 68-4 | 69-2 | 70-3 | 83-3 | 86-7 | 89-0 | 92-1 
1913 = 100......... 95:0 | 94:2 | 95-3 | 96-8 114-6 119-4 \122-5 126-8 
Irving - Fisher In- | | 
dex (U.S.A.) | | 
= 100...... 85-6 | 04-8 | 85-1 | 63-44 89-0 B9-4e |... 
' } 





* This figure refers to November 25th. 





delivery to consumers. Among miscellaneous commodities, 
the rise in the prices of linseed oil and tallow more than 
offset a small decline in that of rubber. 


* * * 


C.W.S. Activities.—The delegate meetings of the 
Co-operative Wholesale Society later this month will be 
mainly concerned with the rationing of consumers and the 
distribution of commodities to their suppliers. The report 
for the first nine months of 1939 will also be considered, 
revealing that the directors have placed their resources 
at the disposal of the Government for national purposes. 
The sales for the 39 weeks ended October 14th were 
£91,978,806, an increase of 43 per cent. over the corre- 
sponding period of 1938. No less than £67,793,825 of 
this turnover consisted of foodstuffs, including £4,117,792 
for milk and £4,104,413 for meat. The export sales were 
£498,848, an increase of £158,572. Though the 48,431,045 
lbs. of tea supplied to the retail societies was just over 
6 per cent. smaller, their value at {4,870,536 was % per 
cent. bigger, reflecting the tendency towards higher prices 
in the grocery departments. During the 39 weeks the 
output of the C.W.S. productive works rose by 14 per cent. 
to £32,090,738. Of this, £6,255,633 was contributed by 
the nine flour mills, £2,349,604 by the three butter depots, 
£2,673,001 by the three dairy centres, {2,396,976 by the 
agricultural department, £1,589,760 by the margarine 
works, £1,697,390 by the grocery packing factories, 
£1,451,919 by the preserve works and £1,819,250 by the 
three soap works. Apart from the foodstuff works, the 
largest output was from the seven boot and shoe factories, 
representing a production of 4,167,156 pairs and a turnover 
of £1,488,805. There were appreciable increases at all the 
textile works, where the most notable returns were £349,000 
at the weaving sheds, £237,422 at the woollen mills and 
£519,422 at the five shirt factories. The production of 
furniture was £846,050. 


* * * 


Wholesale Textile Trade.—The sudden boom in 
the textile trades, discussed on page 388 of The Economist 
of December 9th, is also illustrated by the figures of whole- 
sale turnover compiled by the Wholesale Textile Associa- 
tion in collaboration with the Bank of England. The latest 
figures, those for November, are given in the table 
below: — 

WHOLESALE SALES OF TEXTILES 


(1937 = 100) 
Home Export Total 
1938 39 1938 1939 1938 1939 
January ......... 50 53 84 75 52 54 
February ......... 3 75 80 74 73 75 
March ............ 116 118 88 84 114 116 
April............... 101 96 66 67 99 94 
lentil 98 105 67 93 91 103 
83 94 80 80 83 93 
Tai itt 62 65 79 77 63 66 
i iciisiaianeaes 69 83 81 74 69 82 
September ...... 126 159 100 74 125 155 
ober ......... 124 170 83 88 122 166 
November ...... 120 137 84 103 118 135 
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The extremely high turnover in the home market in Sep- 
tember and October was not maintained in November, 
though the figure is still higher than a year ago. In so far 
as buying has been due to anticipation of higher prices and 
to restocking, the decline in the home trade may be con- 
tinued in the New Year. On the other hand, the increased 
purchasing power obtained by means of higher wages may 
eventually offset such a trend. The turnover for export 
again improved in November, when it was higher than a 
year ago, thus compensating in part for the low levels to 
which it fell in August and September. These figures, it 
must be noted, relate to the value of sales; as prices of 
most textile goods have risen considerably since the war, 
the quantity sold has not increased in the same proportion 
as the total turnover. 


* * * 


Soya Beans—World Trade.—In the United States 
of America a startling increase of the futures quotations 
for soya beans has been explained by very heavy exports 
to European neutral countries. Exports during November 
were estimated at 400,000 tons, against total exports of 
American soya beans in 1938 of only 72,000 tons. The 
neutral countries were obviously concerned with the 
uncertainty of getting normal supplies from Manchukuo, 
the chief producer and exporter of soya beans. As the 
following table shows, American production is still con- 
siderably less than the exports from Manchukuo; any 
interference with or delays in shipping from the Far 
East is therefore likely to have serious results on the normal 
trade in soya beans: — 


PRODUCTION OF SoYA BEANS 
(7000 metric tons) 


Production Exports 
U.S.A. Manchukuo Manchukuo 
1,007 3,962 1,689 
806 4,318 1,884 
1,116 4,422 1,764 
1,565 4,673 2,138 
2,045 + a 





t+ Estimates of the 1939 crop vary considerably, but it will 
probably not exceed that of 1938. 


On an average of recent years two-thirds of Manchukuo’s 
total exports were shipped to European countries; the dis- 
tribution is given below: — 


MANCHUKUO’s Exports OF SOYA BEANS 
(7000 metric tons) 


United 

Kingdom Germany Denmark Sweden Holland 
BOSS nccass 160-5 507-7 260-1 100-9 79°1 
1: eee 83-5 476:4 244-3 136-5 96-0 
19ST once 100-5 591-3 245-6 117-0 99-7 
1938 ...... 100-3 770-6 189-8 145-5 98-7 


In 1938 Germany imported 36 per cent. of the total 
exports of Manchukuo, while 20.8 per cent. was bought 
by Denmark, Sweden and Holland combined. Exports of 
soya bean oil from Manchukuo were comparatively small, 
decreasing from 85,300 tons in 1935 to 56,200 tons in 
1938. 

* * * 


Soya Beans—German Imports .—In 1938 Germany 
imported 19.2 per cent. of her total imports of oilseeds 
from Manchukuo and 11.7 per cent. of her total imports 
of fats, oilseeds and vegetable oils. The closing of the sea 
route from the Far East has naturally led to a search for 
other means of transport and nearer sources of supply. 
It appears that some trial tank wagons of soya bean oil 
are on their way to Germany via Russia, but trade circles 
in Dairen (the chief Manchurian port for soya beans) are 
reported to doubt the possibility of sending by rail to 
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Germany a quantity of beans or of oil equivalent to her 
imports in 1938, although German officials are now nego- 
tiating in Manchukuo for the transport of large quan- 
tities of soya beans. During the last six years a subsidiary 
company of the German Dyestuff Trust, “ I.G. Farben,” 
has cultivated soya beans on a steadily increasing scale in 
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Roumania. The 1939 crop, amounting to 80,000 tons, is 
said to have been shipped entirely to Germany. The inten- 
sified propaganda in Germany to popularise soya beans 


seems to indicate either large stocks laid in before the war 
began or the hope of further supplies from South-Eastern RiDS ...........-0000- 
European countries, from Manchukuo, or direct from 
Russia, where the cultivation of soya beans has been con- Ribs 
siderably increased. Unlike other oilseeds, the output of 
soya beans can be expanded very rapidly, because 
machinery can be used for all operations. Although the oil 
yield, amounting on an average to 15 per cent., is rela- 
tively small compared with other oilseeds, the high con- Legs 
tent of protein makes soya bean cake one of the most 
valuable feeding-stuffs for cattle; the beans may also be = Fi, 
used for a number of synthetic products, such as synthetic 


petrol, staple fibre and casein. 


* * 


Rise in Food Prices.—The rise since September in 
the cost-of-living index compiled by the Ministry of 
Labour has been due to a widespread increase in the 
prices of most foods. There is no item which costs less in 
December than in September, but changes in the prices 
of tea, potatoes, flour, bread and margarine have been 
small. Of the increase of 14d. per Ib. in the price‘of sugar, 


Coal 


Sheffield.—The colder weather has 
revived business in household fuel and 
industrial demand is strong, with 
steam-raising sorts in special request. 
Public utility undertakings are specify- 
ing heavier deliveries. Coke, both in- 
dustrial and domestic, is moving very 
freely. Export supplies are more than 
equal to actual requirements at the 
moment, but the outlook is regarded as 
quite satisfactory. 


Newcastle-on-Tyne.—-Coal ship- 
ments from the North-East ports com- 
pare favourably with those for 1938, 
and substantial quantities have been 
sold over this year for delivery to 
neutral countries. The current position 
is fairly steady at the present; North- 
umberland steam coals are well taken, 
and Durham manufacturing coal has a 
good outlet in the local industrial 
market. There is a steady shipment 
trade in gas coals. 


Glasgow. — With the _ collieries, 
docks and most industrial works closed 
in the first day or two of the year the 
coal market this week has been rela- 
tively quiet. All indications, however, 
point to a sustained demand, and the 
cold weather has already increased con- 
sumption of domestic and public 
utility fuel. 


Cardiff.—The South Wales col- 
lieries are now in full work after the 
holidays, and shipments are substan- 
tially greater than they were in the 
first week of last year. Current produc- 
tion is at the rate of approximately 40 
million tons per annum and there is 
little free coal available for spot ship- 
ment. Deliveries of industrial coal are 
heavy, and the inland market is 


Beef, British : 





Cheese ........0. 
Margarine .... 
Eggs (each) .... 


doubled. 


INDUSTRIAL REPORTS 


absorbing over 50 per cent. of the 
current production. Prices are nomin- 
ally unchanged. 


lron and Steel 


Sheffield.— Business is on a good 
scale, with supplies about equal to re- 
quirements. Forge and foundry iron 
are in strong request, and hematite 
transactions are on a satisfactory basis. 
It is not easy to place all the business 
offering in basic iron, in spite of in- 
creased output. A bigger tonnage of 
acid and basic steel billets is coming 
forward. Structural steel needs are in- 
creasing, and the call for strip and wire 
rods keeps at a very high level. For all 
classes of iron and steel scrap there is 
a keen demand, but the national appeal 
has brought forward more material. 


Middlesbrough.—aAll sales and de- 
liveries of pig iron are now controlled 
but there is plenty of iron available for 
immediate requirements. The removal 
of the import duty on foreign pig iron 
has not so far led to any business as 
home prices, less the rebates, are 
favourable. Steel plants locally have 
had very little respite during the holi- 
days. Imports of foreign ores are more 
satisfactory, whilst there is an increase 
in the output of Cleveland ironstone 
as a result of the restarting of another 
mine in this district. 


Glasgow.—With a very few excep- 
tions works in this district were closed 
for the New Year Holidays. At one 
plant holidays have been staggered as 
was done at the “ Fair” holiday period, 
but this practice has not been generally 
adopted and there has been a complete 
stoppage, as in former years, in all in- 
dustries. Operations were resumed at 
most plants on January 4th and the 


1d. is due to the higher tax imposed in the War Budget. 
Some of the rise in egg prices is seasonal. Compared 
with July, 1914, fish is still the most expensive item of 
food; by December Ist its price (where obtainable at all) 
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RETAIL Foop PRICES COMPILED BY THE MINISTRY OF LABOUR 


Average price Per cent. 
Ib. at Increase 
Sept. Ist Dec. Ist since Sept. Ist 
s. d. s. 

Scacddeshees 1 2} 1.3 5 
seskbekeas 74 8} 9 
ee 93 103 8 
phased bunne 4} 5+ 14 
ccepeanenies 1 3 1 4} 5 
ee ReNTDD 7k 8} 10 
pivcaasnenne 10} 11 7 
ere 4 4} 15 
Sieieeiesene 1 3 1 7} 28 
eee can 24 
Ssatebenanee 1 13 1 1} 3 
pekeapabanee 83 8} 3 
siden bhvnwaee 2 4 2 54 5 
seu aNe eh ee ee 3 4} 49 
pisieskacse 6} 7 3 
cebeRbiosene 1 33 63 23 

peeneiene 10 11? 18 
spupainieeu 64 6} 2 
Sapsnenpuabe 2 2? 44 
pakswsanenes 64 6} 3 


had risen to 267 per cent. of the base level. The increase 
in duty has brought the price of sugar to 218 per cent. of 
the pre-Great War level, while that of milk has just 


remainder will resume on January 8th. 
During this holiday period an excep- 
tionally great amount of repair work 
is being carried out by plant and 
other engineers in practically every 
establishment in the West of Scotland. 


Cardiff.— Production in the tin- 
plate trade just before the Christmas 
holidays was 74.36 per cent.of capacity, 
compared with 36.14 per cent. at the 
corresponding period of 1938. Un- 
executed orders totalled approximately 
103 million boxes, covering periods of 
delivery up to July-August, and new 
business is equally divided between the 
home and the foreign trades. Ship- 
ments of tinplates on the eve of the 
Christmas holidays were twice as great 
as those in the corresponding period. 
Steel production is hindered by the 
scarcity of scrap, and about 21 furnaces 
are idle. Prices of tinplates are steady 
at 21s. 6d. f.o.t. for inland trade and 
up to 32s. per standard box for export. 
The demand for sheets is a little easier, 
but prices are stationary. 


News from Abroad.—A further 
slight advance in steel export prices 
took place at the end of December. De- 
mand has remained very brisk. Belgian 
makers decline to book large orders as 
domestic requirements are very sub- 
stantial. The problem of steel supplies 
from neutral to belligerent countries is 
acute; Belgian producers in particular 
are affected as they depend largely on 
German fuel and supply large quan- 
tities of semi-products toGreat Britain. 


Textiles 
Cotton (Manchester). — Spinners 


and manufacturers remain very busy 
on old contracts and most pro- 





Tr 





Ve ee. 


of 
st 


th. 
-p- 
ork 
nd 
ery 
ad. 


nas 
ity, 
the 
Jn- 
rely 
_ of 
ew 
the 
ip- 
the 
reat 
iod. 


aces 
ady 
and 
Ort. 
ier, 


ther 


De- 
gian 
S as 
sub- 
plies 
25 iS 
y on 


uan- 
tain. 


ners 
busy 
pro- 


January 6, 1940 ; 


ducers have been indifferent to fresh 
orders. Yarn quotations remain very 
firm; sales are rather smaller and 
production is becoming more affected 
by labour shortages. New business 
has been adversely affected by 
the absence of any details of the pro- 
posed control of spinners’ margins. 
The undercurrent of inquiry in piece- 
goods has continued encouraging, but 
most buyers have been more cautious 
in placing orders compared with a few 
weeks ago. Home trade purchases have 
been more restricted, chiefly owing to 
the wholesale houses being busy stock- 
taking. 

Wool (Bradford). — Much dis- 
satisfaction is still expressed among the 
merchanting end of the industry, but 
there is as yet no announcement of any 
better programme for merchants, 
brokers and importers. At the end of 
the old year every firm owning stocks 
had to make a return to the Wool Con- 
trol and appraisement will take place 
in the course of about a week. 


There have already been good 
arrivals of appraised Australian wools, 
and it is a pity that the Wool Control 
has not been able to see its way to pay 
the same prices for wools in stock here 
as have been paid to growers overseas. 
By the middle of January large quan- 
tities of New Zealand crossbred should 
be to hand. A little more progress is 
being made by the release of both wool 
and tops for export purposes. All mills 
are exceedingly busy from wool comb- 
ing down to dyeing and finishing, and 
some good orders continue to be placed 
for civilian purposes. 


Jute (Dundee).—Raw jute prices 
continue to fluctuate and a good re- 
covery has been made from the recent 
fall. Dundee spinners are afraid that 
production of yarns will have to be cur- 
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tailed unless supplies of raw jute come 
forward very soon. There is consider- 
able delay in shipments from Calcutta, 
which inconvenience is also being ex- 
perienced by consumers of Calcutta 
goods, who are anxiously inquiring 
from Dundee manufacturers if their 
needs can be fulfilled by them. 


THE COMMODITY 
MARKETS 


Metals.— Maximum prices for 
copper, lead and spelter are unchanged. 
In the United States business has been 
quieter, and the domestic price for 
spelter has declined by another 0.25 
cents to 5.75 cents per lb., compared 
with the highest level of the war boom 
of 6.50 cents. Production in the United 
States is now rising considerably, and 
as consumers’ stocks are more normal 
and large quantities are still being de- 
livered on earlier orders no major ex- 
pansion in new purchases is expected 
for the time being. 


Tin. — Owing to persistent selling 
and quieter demand the London Metal 
Exchange cash price for standard tin 
lost another £3 10s. this week to close 
at £246 10s. per ton. The three months’ 
forward price fell by the same amount 
to £245 15s. per ton. Consumption 
both in and outside the United States 
is running at a high level, and as ship- 
ments from minehead stocks have now 
come to an end and new supplies have 
to come from current production, a 
certain rally in the tin price is likely 
in the course of the next few weeks. 
According to Messrs A. Strauss and 
Company, Limited, London, the visible 
supply, excluding the smelter carry- 
overs, fell by 3,283 tons to 25,240 tons 
in December. As, however, the smelter 
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stocks both in the Straits and in 
Europe advanced substantially since 
the end of November, the total level of 
visible world stocks reached 37,925 
tons on December 31st, a rise of 351 
tons on the month. New supplies in 
December at 13,056 tons were 2,904 
tons down on the month, while world 
deliveries were 3,799 tons higher at 
16,339 tons. 


Grains.— The rise in international 
wheat prices which began early in 
December was checked before the end 
of the month and no fresh advance 
occurred last week. In spite of the 
drought in the United States and the 
poor harvest in Argentina, world sup- 
plies are more than ample. Maize prices 
are also little changed, but trade in this 
country is restricted by the low level 
of shipments. Domestic prices for 
English oats and barley remain high 
and it is reported that the Ministry of 
Food will shortly issue control prices 
for the sale of domestic oats. 


Oils and Oilseeds .— Manufacturers 
of edible oils are obtaining good de- 
liveries of their raw materials and the 
technical trades are also better supplied. 
Controlled prices are unchanged, 
except that for linseed oil, which has 
been raised by £4 to £40 10s. per ton 
naked ex mill in lots of two tons and 
upwards. The rise was generally ex- 
pected in view of the consistent firm- 
ness in overseas markets. The Argen- 
tine Ministry of Agriculture has esti- 
mated the exportable surplus of Plate 
linseed in the current year at 1,073,000 
tons, which compares with 1,327,000 
tons actually exported in 1939. 

Rubber. — -Trade has been quietly 
steady in London and prices are un- 
changed. In New York the market 
has been irregular but price fluctua- 
tions have been narrow. 








(Continued from page 31) 


Shorter Comments 


Company Results of the Week.— 
HOULDER LINE report a satisfactory 
rise in total profits. Only a short period 
of war is covered, and voyage accounts 
include very conservative estimates of 
prospective profits on uncompleted voy- 
ages, After experiencing a moderate drop 
in total ircome, SECOND SCOTTISH 
EASTERN INVESTMENT TRUST 
are again paying 4} per cent. In the year 
to November 30, 1939, HOLLINS MILL 
COMPANY almost doubled their total 
profits, and ordinary dividends are being 
resumed with a 3 per cent. payment. 
SOUTH AFRICAN DRUGGISTS’ 
revenue for 1938-39 of £88,404 compares 
with £53,166 for seven months, but as 
a war precaution the dividend is being 
reduced. 

London and Thames Haven Oil 
Wharves.—The shareholders’ committee 
have received three detailed reports from 
Messrs Deloitte, Plender, Griffiths and 
Company, and expect to receive final 
reports during January. The committee’s 
report to shareholders may take some time 
owing to complexity of transactions, and 
need for dealing constructively with 
company’s position. 

Houlder Line, Ltd.—Credit balance 
year 1939, (143,273 (£134,288) after main- 
tenance, taxation, fees and preference 
dividend. To: Depreciation, £100,000 
(same) ; fleet replacement, £32,143. Divi- 
dend is again 7} per cent., but the previous 
Special bonus of 2} el cent. tax free is not 
being paid this Carry-forward 
tedu from 43,004 ( (£27,412). 

I.C.1.-Courtaulds. — British Nylon 
Spinners, Ltd., was registered as a private 


company on January Ist with a nominal 
capital of £300,000, with object of adopting 
two agreements, with Imperial Chemical 
Industries and with Courtaulds, providing 
for co-operation between the companies 
and their subsidiaries in the manufacture 
or sale of multi-filament yarns and staple 
fibres derived from nylon polymers, cotton 
spinners, etc. 


Leyland Motors — Dividend, 20 against 
25 per cent. Net profit before taxation 
and contingencies, £499,756 (£643,261). 


Guaranty Trust Co. of New York.— 
Statement at December 31, 1939, shows 
record total resources of $2,401, 634 5265, 
against $2,338,871,477 and $1,941,765,661 
a quarter and a year ago respectively. De- 
posits, $2,088 431,346 ($2,027,675 759 and 
$1,619,978,420); cash, etc., $1 040,901,764 
($1,100,350,665 and $788,474,638) ; U.S. 
Government obligations, $729,660,979 
($649,432,770 and $486,310,848). Undi- 
vided profits $14,701,954 ($12,808,420 a 
a year ago). 


The Bank of America.—Balance sheet 
dated December 30, 1939, shows total 
assets $1,628,586,278 ($1,574,721,670). 
Deposits $1,482,791,676 ($1,437,027,491). 
Loans, etc., $711,054,697 ($673,828,309). 
Surplus and profits $66,845,842 
($64,058,600). 


Bankers Trust Company of New 
York.—Statement, December 30, 1939, 
shows total assets, $1,245,134,596 
($1,043,469,941). Total deposits, 
$1,125,410,058 ($912,298,546). Cash, 
$406,561,197 ($331,521,904). U.S. 
Government securities, $498,411,146 
($381,891,763). Loans and bills, 
$229,566,520 ($216,953,410). Capital, 
surplus and undivided profits, $106,047,727 
($104,464,115). 


Chase National Bank.—Net earnings, 
1939, $13,315,000 or $1.80 per share, 
against $14,486,000 or $1.96 per share in 
1938. Deposits, December 30, 1939, 
$2,803,730,000 ($2,234,333,000). Total 
resources $3,085,819,000 ($2,523,167,000). 
Cash, $1,293,143,000 ($861,439,000). 


Richard Thomas & Company.—Mr 
G. H. Latham, Chairman and Managing 
Director of Whitehead Iron & Steel, has 
been appointed Managing Director of 
Richard Thomas as from January 1, 1940, 
in the place of Mr J. E. James, who will 
continue as Deputy Chairman. The two 
companies have been associated for some 

years through their —_ _—— — in the 
Whitehead Thomas Strip 
Company. 


Associated British Picture Corpora- 
tion.—It is announced that the Corpora- 
tion’s cinema business throughout the 
country (excluding Central London) has 
returned to normal. But in view of war 
uncertainties it has been decided to post- 
pone consideration of an interim ordina 
dividend until the accounts for the fi 
year’s trading, to March 31, 1940, are 
available. Last year an interim dividend 
of 10 per cent. was paid. 


United Serdang (Sumatra) Rubber 
Plantations.—Crop accounted for year to 
August 31, 1939, 7,535,408 Ibs. (9,342,906 
lbs.) Trading account balance £117,311 
(£186,307). ToN.D.C. £8,500 (£10,500). 
The 1939 profit is after £32,000 (£14,000) 
for Netherlands Indies Company tax and 
writing off £24,812 (£18,666) expended on 
new buildings, etc. Net profit £106,193 

(£174,715). Ordinary dividend reduced 

from 9 to 5 per cent. To tax reserve 
£35,000(£20,000). Carry-forward (£94,574 
(£94,544). 
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COMPANY MEETINGS 
BANK OF MONTREAL 


RECORD ASSETS 
CANADA’S CAPACITY IN WAR EFFORT 


The one hundred and twenty-second annual general meeting of 
the Bank of Montreal was held on December 4, 1939, in Montreal, 
Mr Huntly R. Drummond (the president) presiding. 

The President, in the course of his address, said: The annual 
statement, which we place before you to-day, reflects our continued 
strong position. The total assets of the bank, $1,025,000,000, are 
the largest in its history. 

Of outstanding impo..ance is the fact that Canada enters upon 
the war period with one of the best all-round crops in the history 
of the country. Thus, Canada has very large supplies of food 
products which the Allied and neutral nations will need and the 
buying power of the agricultural community from their sale will 
help the general business of the country. In addition to this, with 
the impact of war conditions we have many industries which will 
benefit directly froy orders for war supplies, and we have the 
prospectively imporrant development of Canada as the aviation 
training centre of the British Empire. 

It will thus be s that on the material side Canada may expect 
to be better quali than most countries to meet the inevitable 
consequences of wa”, and an added consideration in this respect is 
the foresight and sagacity of England in providing for the continued 
supply of many commodities at normal prices. 


CONTROL REGULATIONS 


As a contribution to the maintenance of business on standardised 
levels, it is interesting to note the great measure of control which 
the Canadian Government has assumed for the better stabilising 
of supply and prices, and therefore for the more efficient prosecution 
of the war. It is important that all the control regulations should be 
regarded as a temporary expedient to meet an extraordinary situation, 
and that they should be abolished at the earliest possible moment. 

Industry’s efforts in Great Britain are now centred on war pro- 
duction and also upon the maintenance of exports. It is generally 
felt that the first months of the war have been satisfactory for the 
Allies. Britain’s war services, her financial machinery, and the 
unity of her peoples at home and abroad are all felt to be vastly 
superior to what they were in 1914, and the country looks forward 
with determination, calmness and confidence. 

Great Britain has drastically increased taxes to provide for war 
needs. It is high tirne that Canada should follow this example. 
True, we have added a surtax of 20 per cent. to our income tax, 
but the vast b of the income of Canadians is still only lightly 
taxed. An extensjon of the income tax, even at a much lower rate 
than that in Great Britain, would sroduce many millions in Canada 
and be a barrier against the inflation inherent in a policy of 
borrowing. 

A UNITED NATION 


A period of fierce trial such as that upon which we have now 
entered must prove either a time of disintegration or of the 
strengthening of the moral fibre of a nation. In the last War 
Canada may be said to have found itself and to have reached 
maturity as a nation. Since then we have experienced many vicissi- 
tudes, in the midst of which we have at times leaned toward sectional 
interests, forgetting the national good. The tide in this direction 
has now turned and we face the world a more united nation than ever. 

Two events, in my mind closely connected, have served to em- 
phasise the things that unite us. One is the visit of our beloved 
King and Queen and the other is the spirit of broad Canadianism 
to which our French-speaking compatriots have given such notable 
expression. Previous to the coming of our King and Queen, the 
Crown, to many of us, was just a word, the true significance of 
which was little realised. When, however, we saw this perfectly 
human and charming royal couple and heard them speak to us in 
our own language, whether that be English or French, about the 
vital things of which the Empire to which we belong is the bulwark 
in a world distraught, we realised the deeper meaning of the Crown 
as the living symbol of our common aspirations and our common 


being. 
WAR-TIME ELECTION 


With respect to that other event in which the people of the 
Province of Quebec have figured, Canada was the first country in the 


Empire to have an election in which participation in the war was 
the main issue. The result has been that our fellow-Canadians who 
speak the mother tongue of France have given to all the world truly 
remarkable testimony of the unity of the Canadian people, not only 
by endorsing this nation’s efforts in support of the Allies but by 
their adherence to the principles upon which, at Confederation, the 
nation of which they are such an important part was founded. 

We stand a united country in our war effort. It remains for us 
to bring the full strength of a united Canada to the work of prose- 
cuting the war to a successful conclusion, while at the same time 
keeping our affairs so in hand that we may enter the readjustments 
of post-war conditions as free of inflation as possible, with debts 
at the minimum possible and with morale unimpaired. 

I am confident that just as we have entered as a unified Canada 
into the fiery ordeal of war, so we shall emerge, a nation one at heart 
but more mature in thought and aspiration, ready to go forward 
as a member of the British Commonwealth of Nations to the great 
destiny which undoubtedly awaits this country. 


THE GENERAL MANAGERS’ ADDRESS 


Mr Jackson Dodds (joint general manager), speaking on behalf 
of Mr G. W. Spinney and himself, said: Important changes in the 
balance sheet figures are as follows:—Quick assets, including cash 
and securities, total $742,600,000, representing 78.29 per cent. of all 
liabilities to the public. The maintenance of a strong position is a 
tradition of the Bank of Montreal and is ever borne in mind by its 
general managers. 

Investments, not exceeding market value, total $517,600,000 and 
show an increase of $76,700,000, compared with last year. In this 
total are included Dominion and Provincial Government obligations 
amounting to $435,800,000, of which $221,900,000 will mature 
within two years. Of our Government securities with a maturity 
date later than two years $191,000,000 (par value) will fall due 
before October 31, 1944. 

Current loans and discounts in Canada amount to $201,300,000, 
an increase of $22,600,000, following an increase of $27,800,000 
reported last year. 

Deposits by the public amount to $801,700,000, an increase of 
$75,900,000. For the first time in the history of the bank the 
items on our balance sheet this year amount to over $1,000,000,000. 
These figures are a measure of our responsibility to the public. 


EFFECTIVE POLICY 


While the demand for commercial credit has remained at a rela- 
tively low level, the potential supply of credit has simultaneously 
been increased as a result of the policy of monetary expansion which 
the Bank of Canada has pursued since its establishment in 1935. 
We have consequently had no practical alternative to enlarging our 
holdings of securities. 

It is not sufficient that our investments should be of unquestionably 
high quality. They must as far as possible be of such a character 
that they can be converted into cash without loss. 

We have met these requirements principally by maintaining a sub- 
stantial proportion of our investments in the short-term category. 
Over 50 per cent. of our holdings of Dominion and Provincial 
securities will mature within two years. 

The physical volume of business was consistently higher through- 
out the elapsed months of 1939 than in the comparable period of 
1938, while during both August and September of 1939 the index 
was higher than in any parallel months in recent years. 

Retail trade was expanding prior to the sudden rush of buying 
that developed in September following the declaration of war. The 
June total was the highest for any comparable period since 1931. 
Foreign trade for the first nine months of 1939 showed a surplus 
of exports of $128,000,000, which is an improvement of $32,000,000 
over the corresponding months of 1938. 

In supplies of wheat, minerals, and manufactured goods her con- 
tribution toward the combined effort on the side of right in this war 
will far exceed what she was able to offer in the last; and there is 
abundant evidence in every Province of the Dominion that Canada’s 
contribution in men will be ample and of the type that in the last 
War brought everlasting glory to this country. 

The report was unanimously adopted. 





o-oo eae i OO Oh a i, ies el, le a 


pan 


ay 





was 
who 
ruly 
nly 
by 
the 


r us 
Ose- 


ents 
ebts 


ada 
eart 
vard 
reat 


rela- 
ously 
which 
1935. 
z our 


nably 
racter 


. sub- 
gory. 
incial 


ough- 
iod of 
index 


uying 
1931. 


urplus 
10,000 


r con- 
is war 
here is 
nada’s 
he last 








January 6, 1940 


OROVILLE DREDGING COMPANY, 
LIMITED 


DISTRIBUTION OF 31} PER CENT. 


The twenty-eighth ordinary general meeting of the Oroville 
Dredging Company, Limited, was held, on the 29th ultimo, in 

ndon. 
+ Frederick W. Baker (the chairman) said: After deducting all 
charges as detailed in the accounts, including income tax, provision 
for National Defence Contribution and Excess Profits Tax, amount- 
ing to £25,604, the balance to the credit of profit and loss account 
for the period carried to the balance sheet is £63,822. Adding to 
this amount the credit balance of the previous year of £147,259 and 
deducting the final dividend paid in December in respect of the year 
1938 and the interim dividend paid in April, 1939, amounting in 
the total to the net sum of £60,547, a balance of £150,534 is carried 
forward as at September 30, 1939, out of which the directors recom- 
mend for your confirmation a final dividend of 9d. per share, less 
tax, representing a distribution of 314 per cent. for the year to 
September 30, 1939. 


THE COMPANY’S HOLDINGS 


Pato Mines (Colombia), Limited’s, holding in the Pato Consoli- 
dated Gold Dredging, Limited, remains unchanged at 1,000,000 
shares. That company’s holding in Placer Development, Limited, has 
been sold during the period under review, the proceeds having been 
utilised in the repayment of loans. 

Pato Mines (Colombia), Limited’s, profit and loss account shows 
a profit for the year of £11,254, which has been added to the 
credit balance of the previous year, bringing this amount up to 
£127,274 as at September 30, 1939. 

Pato Consolidated Gold Dredging, Limited, has had a successful 
year, a total of 14,935,000 cubic yards was handled by dredging 
and hydraulicking operations. The gold recovered amounted to 
58,882 ounces fine gold, realising $2,060,000, the average yield per 
cubic yard amounting to 13.8c. After deduction of the usual allow- 
ances covering operating costs, the profit for the year, subject to 
depreciation and depletion, was $853,000. All-in costs amounted 
to 8.09c. per cubic yard. An initial dividend of 10c. per share was 
paid on June 10, 1939, and a further dividend of a like amount 
has been declared and was paid on December 20th. 

The gravel reserves at April 30, 1939, were estimated at 
556,770,000 cubic yards, having an average of 14.1 cents. The re- 
port of the company states that further large untested areas of 
potential dredging ground exist. 

The five dredges and hydraulicking units handled during Novem- 
ber a total of 1,458,000 cubic yards for a recovery of 8,588 ounces 
of fine gold having a value of $300,580, equal to over £60,000 for 
the month, the average value of the gravel treated being 20.62 cents. 
This is the best monthly return that Pato Consolidated Gold Dredg- 
ing, Limited, has ever had. An interesting factor is that two of the 
dredges operated in gravel averaging 23.55 cents and 31.38 cents 
respectively per cubic yard. It will further be of interest to you 
to know that the management report that on the basis of handling 
17,000,000 cubic yards annually the all-in operating costs should 
be reduced to about 7 cents per cubic yard. 

The title to the Nechi Consolidated Properties is still in litigation, 
so I have nothing further to report here. 

Asnazu Gold Dredging, Limited’s report shows that for the 
financial year to April 30, 1939, 1,658,000 cubic yards were dredged 
for a recovery of just over 10,000 ounces, realising $356,000. After 
the usual allowances and deductions, the operating profit for the year 
was $72,000. A dividend of 5 cents per share was paid in April, 
1939. A further dividend of 5 cents has been declared and was 
paid on December 20th. Last year’s operations were carried out 
on an area of low gravel values so as to enable the dredge to reach 
in the coming year tested areas of higher values, so that better re- 
sults may be looked for during the coming year. The gravel reserves 
ahead of No. 1 dredge are estimated at 29,000,000 cubic yards, 
averaging 32.9 cents per cubic yard, while the reserves to be handled 
in the future by the new large dredge now in course of construc- 
tion are estimated at 69,000,000 yards, averaging 13.3 cents. 

The Bulolo Company dredged 14,688,000 cubic yards for a re- 
covery of 158,970 ounces fine gold and 67,939 ounces silver. The 
average recovery was 38c. Working costs were 11.72c., including 
Government royalty. The profit, excluding amortisation, amounted 
to $3,874,000. Dividends amounting to $1.50 per share were paid 
on December 9, 1938, and June 10, 1939.° A further dividend 
of $1.50 per share has been declared, and was paid on 
December 18th. 


The report and accounts were unanimously adopted. 
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SCOTTISH AUSTRALIAN COMPANY, 
LIMITED 


ADVERSE CONDITIONS 


The annual general meeting of the Scottish Australian Com- 
pany, Limited, was held, on the 29th ultimo, in London. 

Mr J. C. Inglis (chairman and managing director), in the 
course of his speech, said:—During the year we were handi- 
capped by a reduction in the volume of our clip as compared with 
the previous year; and that reduced volume we had to dispose of 
in a market which showed no improvement on the disappointing 
return which I spoke of a year ago. In fact, as regards this main 
source of our revenue, we had to put up with a reduced clip and 
a reduced average price per bale. 

The other main element—the weather—was also against us. 
Under these circumstances a disappointing result could not be at 
doubt. ‘There was a loss of £6,800. The board, therefore, felt 
themselves unable to recommend payment of any dividend on the 
consolidated ordinary stock on this present occasion. They came 
to this conclusion with great regret, for it is the first time since 
1909 that the ordinary stock dividend has been passed. It will 
be necessary, in order to meet the dividends on the guaranteed 
stocks, to transfer £50,000 from general reserve. There will, 
however, still be over £400,000 standing to the credit of our 
general reserve, while we have Government securities at a present 
value of over £280,000. 

The board feel some pride in the fact that they have been able 
to arrange for the safe transport to this country of over 10,000 
bales of wool, not one single bale having been lost by enemy 
action. In addition to the 10,000 bales referred to, we have 
some 2,000 bales awaiting appraisement in Australia. Not until 
the figures have been finalised shall we know the result of the ap- 
praisement and whether the extraordinary expenses which we have 
been put to, are adequately covered by the schedule prices. 

As regards weather, there has been some alleviation of the dry 
conditions in Northern Queensland, but not nearly enough to 
satisfy us, while in parts of New South Wales we are still 
awaiting the seasonal downpours. There is, however, no reason 
for immediate anxiety. 

The report was unanimously adopted. 


TREPCA MINES, LIMITED 
RESULTS OF A LIFFICULT YEAR 


The twelfth annual general meeting of Trepca Mines, Limited, 
was held, on the 29th ultimo, in London. 

Mr A. Chester Beatty (the chairman), in the course of his 
speech, said:—-The revenue from concentrates and metal account 
shows a decline of approximately £150,000 as compared with the 
previous year. This drop in revenue is in a large measure due 
to the reduced output consequent on the strike at the mine, which 
lasted for a period of about six weeks. Owing to the lower ton- 
nage treated during the year, the operating expenditure shows a 
reduction of some £32,000, and the gross profit was reduced to 
£216,917. In spite of the lower trading profit shown this year, 
however, we have had to charge profit and loss account with 
nearly £30,000 more in respect of taxation. The increase in the 
rate of British tax from 5s. 6d. to 7s. in the £ for the year 
1939-40, and to 7s. 6d. in the £ for the year 1940-41, has neces- 
sitated provision being made for an additional amount to cover 
that liability. Moreover, we have also had to provide a large amount 
to cover our liability under a new National Defence tax which 
was introduced in Jugoslavia during the year. The balance carried 
to appropriation account is reduced to £40,091, and your directors 
regret that the results for the year do not justify the payment of 
a dividend. 

Results obtained in our deepest development at the Stantrg 
Mine continue to be satisfactory, and on the 435 metre level we 
have already opened up 7,911 square metres of ore averaging 8.72 
per cent. lead, 3.4 per cent. zinc, 0.14 per cent. copper, and 5.5 
ounces of silver per ton. Exploration along the south-west and 
north-eastern contacts is continuing, and further bodies of ore may 
be discovered on this level. Preparations are now being made to 
open up additional levels in depth. 

Shipments of concentrates continue to be made, and although 
these have to bear the cost of high sea freights and increased 
insurance, the improved metal prices should offset these dis- 
advantages and permit of our making satisfactory earnings. We 
may look forward to an improvement in profits during the current 
year and to a return of prosperity when we have passed through 
these troubled times. 

The report was unanimously adopted. 











GOVERNMENT RETURNS 


For the 8 days to December 31, 1939, 
total ordinary revenue was £9,968,000, 
against ordinary expenditure of £20,332,000, 
issues of £18,000,000 under the Defence 
Loans Acts, and issues to Sinking Funds of 
£260,000. Thus, including sinking fund 
allocations, but excluding issues from 
defence loans, the deficit accrued in the 
9 months since April 1st last is £321,614,000, 
against £256,424,000 a year ago. he 
Revenue return for the quarter and nine 
months ended December 31, 1939, is 
printed in full on page 39. 

ORDINARY AND SELF-BALANCING 
REVENUE AND EXPENDITURE _ 
into the Exchequer _ 
Receipts ) eq 






































La April 1,| April 1,) Week oes 
meena (ase to|1939, to| ended 
1930-40'D ec. 31,/Dec. 31,|Dec.31 Dee: 31 
(6) | 1938 1939 1938 | 1939 
| 

Orpmary | 

REVENUE 
Income Tax | 390,000) 99,724) 108,046; 4,020) 5,620 
Sur-tax...... 12,570} 14,850} 660 
Estate, etc., 

Duties . 56,780/ 57,120) 1,120} 1,100 
Stampe .... 15,330} 12,680) 240) ... 
N.D.C....... 13,270; 19,410) 260} 370 
Other 

Revenue 540; ... 10 
Total I. Rev. | 578,750 wosasa| 212,646) 6 300 6,300; 7,960 
Customs 239,600 169,620 |198,045 2,475| 2,574 
Excise ...... 132,850 88,200/10 1,150 500 770 








April 1,| April 1,) Week | 8 days 
1938, to 1939, to}ended | _ to 

Dec.31, |\Dec. 31,/Dec.31/Dec.31 
1938 | 1939 | 1938 | 1939 









184,559/ 191,674) 1,535) 1,734 
5,697) 5,644 
1,956) 4,030) 58 


Total .. 247 192,212| 201,348! 1, 593 | 
1. Serv. fe 1183711) 547,670 657,487 13,332 185425 
fe 


loans - 1686141) 564,670\983,649 | 17,082) 36,425 
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Total ....._ 1514360 798,542! 919,781! 17,865! 22,882 
*$ after addition of issues under 
Defence Loan Acts : (a) excl 


pplemen 
ince A 9 9, 8 d fo ed in 
me Bao: age aS 39, and for estimat ening 
aaneein ation balances by 
£51,659" to £2,378;330, the other opera- 
week (as shown in the next 
column) ae the gross National Debt by 
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£22,953,000 to about £8,816 millions. 
An approximate analysis of the National 
Debt as at December 31, 1940, appears on 
page 41. 








(£ thousands) 
poe INCREASES (NET) Dest REPAYMENT 
ury bills ... 11,056 | National Savings 
Public D Dept. Adv. 9,320 Bonds uneia. 23 
ae Savings Certs. 1,500 
% Defence Bds. 1,100 
22,976 23 
R Issues OTHER REPAYMENTS (Net) 
N.Atl. Shipping...... 40 | P.O. and ‘Teleg. 
.-Turk. Arms... 25 (Money) ........... 5,350 
Overseas Tr. Gtes.... 88 | Housing Acts ...... 
153 5,373 


AGGREGATE ISSUES AND RECEIPTS 
The a te issues and receipts from 
April 1 to December 31, 1939, are :— 


(£ thousands) 
Ordinary Exp. ... 858,835 , Ord. Rev. ........ 544,474 
Issues under Def. Dec. in blces. ... 121 
Loan Acts ...... 326,162 Gross borr. 652,407 








Misc. Issues (net) 4,752 SS— 
Sinking fds. 7,253 
Net borrowing ... 645,154 
1,189,749 | 1,189,749 
FLOATING DEBT 
Sis (£ millions) 
Ways and 
"si? | Means 
Advances | Total 
Float- 
Date Float- = 
Bank | ing” |i, 
Ten- Ta Public} of | Debt 
der P | Depts.| Eng- 
1938 _ 
ty 488-0 | 497-6| 45-8 5-3 |1036-7) 543-4 
Sept. 23 | 505 0| 663-7} 47:5 eee 41216-2) 701-2 
» 30 |510:0|676:8| 49-1 eos 11235-9) 725-9 
Oct. 7 |518-0| 703-1) 47-3 we. |1268:4, 750-4 
» 141531 0/|699-8/ 52-6 ee |1283-4 752-4 
» 21 |546:0|699:9/ 49-0 ewe 11294 748-9 
» 28 |561 0/ 701-8) 47:9 eos |1310-7| 749-7 
Nov. 4 |580.0/706:6| 59:0 | ... |1345 6| 765 6 
» 11 |605 0/| 695-6| 57 6 e- [1358 2] 753-2 
» 18 | 630 0| 687-5) 57-5 ese 11375 745-0 
» 25 | 665-0/679 7) 53-1 eo [1397-8] 732-8 
2 | 700-0 | 697-5| 56-2 | ... |1453-7| 753-7 
» _9 |725-0/693-0| 55-0 | ... |1473-0) 748-0 
» 16 |740-0/705 6| 505} ... |1496-1) 756 1 
» 23 | 750-0) 708-8) 55-9 eos |1514-7| 764-7 
sx 31 |760-0(|709-9' 65-3 1535-2\ 775-2 
TREASURY | BILLS 
Amount = 
Allotted 
Date of emene: Rate at 
Offered |""f5r | Allotted um 
1938 i \ 8. 
Dec. 30; 35-0 | 74:1 | 31:0 13 8: 
1939 | 
Sept.22 | 55-0 | 86°5 | 55-0 (66 1- 
» 29 | 55:0 | 96:3 | 55-0 48 9- 
Oct. 6 | 50-0 97-0 50-0 |42 6: 
» 13 | 500 |103-0 | 50:0 40 8 
» 20| 50:0 | 98:2 | 50-0 |34 3- 
» 27 | 55:0 | 99:9 | 55-0 |23 8- 
Nov. 3 | .55-0 |102°6 55:0 |23 4 
» 10| 550 | 9.5 | 55:0 |23 4 
» 17 | 65-0 | 1058 65:0 |23 8- 
» 24] 65-0 | 106-3 65-0 /|23 11- 
Dec. 1 | 65-0 | 105-9 65-0 (23 10- 
» 8 | 65-0 | 94-6 | 65-0 (24 6- 
» 15 | 65:0 | 92-6 | 65:0 (25 3- 
» 22 | 65-0 | 89-5 | 65-0 24 7- 
5 65 0 99 5 65 0 24 4 67 





ber 29th applications at 
an aa = bills to be paid for on Mo: 


y, Tuesday, 

Thursday, Friday and Saturday of follow- 
ing week San accepted 
the amount applied for and applications at higher 


as to about 47 per cent. of 


rices in full. £65 0 millions o Treasury bills are 
Offered on January 5th. 


NATIONAL SAVINGS 
CERTIFICATES AND 3% BONDS 


The Revenue returns for the five weeks ended 
December 31, 1939, show amounts paid into the 


Exchequer of £19,050,000 net or £21,750,000 gross 
from sales of National Savings Certificat and 
£21,650,000 gross from 3 per cent. Defence Bonds. 


For the week ended December 31, 1939, the recei 
paid in are fi 500,000, £1,500,000 and £1, = 
respectively. (Sales in 4 weeks from November 22 
1939, are announced as £19,555,434 Certificates and 
£21,231,275 Bonds). 


CURRENT STATISTICS 


| 
| 


| 
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BANK OF ENGLAND 
RETURNS 
JANUARY 3rd, 1940 


ISSUE DEPARTMENT 


£ £ 
Betas Issued : Gere. pan. 11,0 
In Circln. .. 547,427,024 ind 
In Bnkg. De- yt ond 565,298,594 
partment.. 32,792,537 | Other Secs... 3,025,625 
Silver Coin.. 660,681 
._— of Fid . 
ssue_ ...... 000, 
Gold Co _— 
Bullion (at 
168s. per oz. 
fine)........0. 219,561 
580,219,561 580,219,561 


BANKING DEPARTMENT 





£ 
ones. Capital 14,553,000 | Govt. Secs... 153,130164 
Ot scsencen ,374,439 | Other a $ 
Pitlic Deps.* 17,193,067 Discs., etc.. 4,556,625 
moe | | Seguees... ” 25;058,1 17 
Other Deps. : - 
Bankers ... 128,637,206 29,614,742 
Other Accts. 52,694,481 neennnne 32,792,537 
————_ | Gold & Si 
181,331,687 i eseane 908,750 
216,452,193 216,452,193 


* Including Exchequer, Savings Banks, Commis- 
sioners of National Debs, > and Dividend Accounts. 


THE WEEK’S CHANGES 
(£ thousands) 


Compared with 
Last 
Week 





Both Departments 


COMBINED LIABILITIES 
Note circulation .......... 
Deposits : Public ......... 

Bankers’ ...... | 128,637} + 11,308 
52,695/+ 10,668/+ 15,453 









Other securities .......... 
Silver coin in i issue dept. 
Gold coin and bullion 


Res. of notes & coin in 
Proportion of reserve to 
outside liabilities — 


Bankg. dept. (“ pro- 
portion "’).... ...... 


COMPARATIVE ANALYSIS* 





(£ millions) __ 
1940 
Dec. | Dec. | Jan. 
20 27 3 


27-9| 25-6| 32:8 
229: 6 576: 3 576° 3 576° 3 576'3 
0-7 0-7 0-7 
0:2) 0:2) 0:2 
84 -96|168-00|168- 00 168-00\168-00 
34:5] 29-7) 17:2 
14-9] 117-3) 128-6 
40:4) 42-0) 52:7 
89-8] 189-0} 198°5 
45-2) 151-5} 153°1 
5:4 4:3) 46 
28-0} 24:6) 25:1 
78-6| 180-4] 182°8 
28:9 re = 
13-31 4-0] 169 
debt is £11,015,100; capital 
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GOVERNMENT REVENUE AND EXPENDITURE 
{.—An Account of the TOTAL REVENUE of the UNITED KINGDom in the undermentioned periods of the Year ending March 31, 1940, 


as compared with the corresponding periods of the preceding Year. 
































































= Quarter from October 1 to December 31, 1939, Period from April 1, 1939, to December 31, 1939, 
Estimate compared with the corresponding Quarter of the compared with the corresponding period of the 
for the Year preceding Year preceding Year 
1939-40 Geer Guanes Period a : 
en en en 
Dec. 31, Dec. 31, Increase Decrease Dec. 31, Dec. 31, Increase Decrease 
ai a a | __ 1939 _1938 1939 
itd Ordinary Revenue £ £ £ £ £ 
Inland Revenue— 
Income Tax .....cccrececccsecccssccececeveee 55,036,000 10,676,000 oe 99,724,000 | 108,046,000 
Sur-tax ........ece0e 950, 1,780,000 aia 12,570,000 14,850,000 2,280,000 
= etc., Duties 16,910,000 eee 2,250,000 56,780,000 | 57,120,000 340,000 
ndaocaderocsdesocososacooocccese 3,750,000 a 1,810,000 15,330,000 12,680,000 
Sotienal Defence Contribution . 7,270,000 820,000 ies 13,270,000 19,410,000 
Other Inland Revenue Duties ......... 150,000 40,000 780,000 540,000 
Total Inland Revenue...............++. 89,066,000 13,276,000 4,100,000 | 198,454,000 | 212,646,000 | 17,082,000 
and Excise— 
Xx SiheneneeNennaeeNsaseseens 65,406,000 7,424,000 169,629,000 | 198,045,000 | 28,416,000 
BRCIIC  cccccccccccccccccccccccceccccsccccosees 39,900,000 7,300,000 88,200,000 | 101,150,000 12,950,000 
Total Customs and Excise ......... 105,306,000 14,724,000 oes 257,829,000 | 299,195,000 
Motor Vehicle Duties  ............seeseeees 1,310,000 eee 1,755,000 11,569,000 9,821,000 
Post Office ee eccocccccsecsccccesee 950,000 one 2,500,000 7,390,000 3,704,000 
= (ve Reser anamenpemnennaiti 320,000 ad 70,000 | 1,630,000 | _970,000 
Receipts from Sundry Loans ............ 906,945 41,032 ae 4,791,387 4,257,608 
ous Receipts ..........sceceseeees 5,978,795 8,150,768 2,171,973 9,382,179 | 13,880,495 ae 
Total Ordinary Revenue ............ 184,221,708 | 206,009,713 | 30,213,005 | 8,425,000 62,946,316 | 8,907,779 
eens | 







Self-Balancing Revenue £21,788,005 Net Increase £54,038,537 Net Increase 
Post Office (Revenue a to meet 
expenditure on Post and Broad- 
IED discs ces scccencecccssesaunecsdseevescees 21,400,000 550,000 
Te tistics 1,078,629,000 | 205,071,708 | 227,409,713 | 30,763,005 8,425,000 65,232,316 
| ounces) 


£22,338,005 Net Increase 
* War Budget of September 27, 1939 (H.C. 177). 


II.—An ACCOUNT showing the RECEIPTs into and IssuEs out of the EXCHEQUER in the Period ending December 31, 1939, as compared 


£56,324,537 Net Increase _ 

























































| 
Estimate : . . - Estimate : : . 
Period ending | Period ending Period ending | Period ending 
RECEIPTS for the Year | Dec, 31, 1938 | Dec. 31, 1939 eee for the Year | Dec. 31, 1938 | Dec. 31, 1939 
£ £ £ Ordinary Expenditure £ £ & 
Colinary, Revenue, as shown in Ac- Interest & Management of National 
<ssibiisenkeaiéaeiiammseununiens 995,180,000 | 490,435,566 ; 544,474,103 Debt .........cecscsccccscccscsecsceceees | 230,000,000 | 184,559,489 | 191,674,419 
Self- $e Belencing Revenue as shown in ——- to Northern Ireland Ex- | 
Account I ....... siaaeeinbeasensnaunies 83,449,000 58,660,000 60,946,000 III - <ncinaiiudsscnnebudeidsasdesens | 10,000,000 5,696,588 5,643,676 
Total Revenue ......ccccceccssssssssssssseeees 549,095,566 | 605,420,103 ——— 
peinadianienensseangonsanse | 247,200,000 192,211,798 | 201,348,163 
Temporary Advances Repaid— Tonal Su al Supply Services (excluding | 
Bullion nadie tile did Meaaabanneaseeecduhashinsseduesens 680,000 ice and Broadcasting) /1,183,711,000¢| 547,670,534 | 657,487,300 
Essential Commodities Reserves Fund ............ 2,500,000 ec 
Total Ordinary Expenditure |1,430,911,000$ 739,882,332 
Money Bale atl Creation of Debt— —_—_——— 
(a) ‘or wh, & Expenditure Issues— Self-Balancing Expenditure | 
Office and Telegraph (Money) Post Office Vote oa Vote for Broad- | 
nae 19 1937 et oe BEEP eccascesovoccesececosececocece 15,950,000 17,400,000 COIN hikkcnccnnsainascrnsdacticsesanne | §3,449,000 60,946,000 
Under the Housing Act, 1914 ...........scssseeees ei i —$—$—$—$——$————— 
Total Expenditure ..............65 Nilikaseaiaiiica 798,542,332 | 919,781,463 
(b) For other Issues— Tem Advances— 
By Treas i: Mbiiianiabidnisensiinuaesianeceens 3,724,531,000 | 5,550,898,000 MEE. ccceuneuadiasasedadenenesecosecnes. cegnecee 740,000 
By Nati Savings Certificates ................+. 17,450, 35,450,000 Bese oal Commodities Reserves Fund 2,500,000 
By 3 per Cent. National Defence Loan, 1954-58 79,595,998 con Issues to meet Sines Expenditure— 
By 3 per Cent. aa BD ascccccccscecctccces i 21,650,000 Under the Post Office and Telegraph (Money) 
By er Debt under the War Loan Acts, 1914 Felts TSG OR TOD oc cceccctccceccccccccccccoscccece 15,950,000 17,400,000 
to 1919, and the National Loans Act, 1939... 476,425 R ee: the aa PN BNO inc ccacasesccccascecccse fi 23,000 
edemption of Debt— 
(c) Ways and Means Advances —..........s.sceceeeees 1,728,605,000 | 2,889,630,000 Treasury Bills paid Off ............csccccsesescsecsscees 3,567,520,000 | 4,973,465,000 
Principal of National Savings Certificates paid off 3100,000 900, 
Receipts under Section 2 (3) of the Eire (Confirma- Principal of National Savings Bonds paid off...... 303,279 
tion of Agreements) Act, 1938 .........csccscsceseseee 10,000,000 i Other Debt under the War Loan Acts, 1914 to 
R ieee | 1919, and the National Loans Act, 1939 ...... 45,964 
ymen —__ 
n respect of Issues under Land Settlement | | Ways and Means Advances Repaid _............++. 1,690,645,000 |2,852,250,000 
(Facilities Acts, 1919 and 1921 ...........000+ 110,394 125,628 || Sinking Funds ........cscssessecsesersaesensneaseseneess 6,977,218 232,061 
In respect of Issues under Section 26 of the Tithe |; Issues under Section 1 (1) of the North Atlantic 
SII” coll aihela dies anaainnenduianenntioevenne 1,330,000 1,630,000 | Shipping Act, 1934 .....scscscesecssssesssessesscessees 2,289,312 1,253,713 
|| Issues under Section of the Tithe Act, 3870, 3935, 
: der S 26 (1) of the Tithe Act, 1936 .. 1,870,000 1,935,000 
_———__——_—_—_————_||_ Issues under the Defence Loans Acts, 1937 and 1939 17,000,000 | 326,162,000 
6,126,667,958 | 9,125,883, 156 | i under Section 2 (3) of the Eire (Confirmation 
| of Agreements) Act, 1938 ............ceccssecsecseeeeee 3,757,603 
| Issues under Section 1 of the Anglo-Turkish (Arma- 
ments Credit) Agreement Act, 1938 ............... . 
Credit) A; Act, 1938 836,494 
|| Issues under Section 4 (1) of the Overseas Trade 
| Guarantees Act, 1939.........ccsceccscecescececceseecees 2,422,300 
| Old Sinking Fund, 1907-08— 
| Issues under Section 9 of the Finance Act, 1908... 3,434 21,000 
1938 1939 j 6,126,004,142 | 9,126,004,238 
| | Dec. 31, { Dec. 31, 
Balances in Exchequer on £ £ | 1938 1939 
April Ist :-— |! Balances in Exchequer— £ 
Bank of England ...... 2,039,409 | 2,063,755 | Bank of England ......... | 2201,856 | 2,010,905 | 
Bank cf Ireland ...... 324,568 | 435,657 || Bank of Ireland <........ | “°25,937 | "367,425 
—_——|_ 2,363,977] 2,499,412 | |__| 3,027,793 
__ 1 6,129,031,935 | 9,128,382,568 sans | 6,129,031,935 19,128,382,568 
Treasury, December 30, 1939. t Estimated Expenditure as per Financial Statement (H.C. 104) of £ 
Mem.— £ April 25, 1939 —— margins provided for Defence and Civil 
Floating Debt, outstanding March 31, 1939 ...... 920,310,000 ye | PN « . «<cacaskacaievennceieessaseeddsadsineasaneneancs 942,444,000 
1938 1939 : jeer Estimates £ 
* Dez st Deg Sra vaca ciaca pene nein 
Ways and M Advances outstanding :— , otes ONG 197) sorerereeserees O51, 
noes by Bank of England land sane piasssusssates 5,560,000 & Vote of Credit (H.C. 175) ....ccccecsecresenes 500,000,000 
Advances b blic D ents . ‘6 Pig intone 
Treasury Bills outstanding see ") _985;620;000 1,469;885,000" ‘Less, Margins provided for Supplementary Esti- 534,631,000 
ee Se AI diacventcicctanecccanccccccssstcnsesonsqsnctenads 000, 
Total Floating Debt outstanding .............:se000. 1,036,675,000 1,535,150,000 ———ee | SERED 
Less: Original provision .or Army Ordnance Factories now 1,452,075,000 
WRI So oss sssSss ass ssdscsasectvcscasnes 614,840,000 incladed Mp Ministry of Supply (H.C. 150) ............ 1,164,000 
* Includes £42,000 the proceeds of which were not carried to the Exchequer 
wi 1,450,911,000 
ithin the period of the account. Less : Estimated Savings (War Budget) (H.C. 177) ......c00. ss0s 20,000,000 


t Excluding £502,430,000 estimated to be met from borrowed moneys under the —_—_—_—_ 
Defence Loans Acts, 1937 and 1939. 1,430,911,000 




































































































































40 THE ECONOMIST January 6, 1940 
OVERSEAS BANK | NETHERLANDS BANK—Million florins 
AUSTRALIAN COMMONWEALTH iT Rel Bc 
RETURNS BANK.—Million £A’s 2 po . i Des. : 
———T iss Ties T 9 | 19 
NOTE.—The latest return of the Bank of Finland | sted be wh -  Inisiainaab alunisre 1939, 
appeared in The Economist of December 9th; , ASSETS 1938 | 1939 | 1939 | 1939 «| 27-3) Ill) 12-2 10.8 
Argentina, Denmark, and International Settle- Gold and English stg. | 16-01| 16-03) 16-03) 16-03 eee | _12°5| 77°5) 62-4 78.9 
ments of anaes | 16th; Egypt, Hungary, Iran, | Other coin, bullion, &c. | 4-98) 6-52| 7-04, 7-13 | Loansandadvances ... | 308-5| 222-7| 222- 6 228-4 
Japan, Java, Latvia, [Portugal, Roumania, and | Call money, London... | 24-77| 18-28| 29-42) 28-92 LIABILITIES 
Federal Reserve Reporting Members of December | Secrts. and Treas. bilis |100-94 105-95)102-61/100-88 | Notes fa Gone a | sae. O Drs. 9 1152 ? 
3 gium, Duilgaria, reece, orway, Sou ' i eposits: Govt. ...... 1. 
Africa and France of December 30th. | Steeuoensemuaen | 14-82) 18-66) 18-33) 19-16 Other ‘1... | 701-81 250-1! 224-7) 229. * 
Notes issued ............ 51-53| 52-03) 54-28, 57-27 | — 
.S. FEDERAL RESERVE BANKS appa | 
U Million $’s Deposits, etc. .....++.+ | 92-73 95-67| 99:40) 95-32 | RESERVE BANK OF ri ZEALAND 
~ 42 U.S.F.R. BANKS | Dec. ; ‘Dec. 1 an. Million 4.8 
i | 6, “3 _BANK OF CANADA.—Million Can.$ | Dec. | Nov. | Dec. | Dec. 
Gold certifs. on hand 1939 | 1939 1939 1940 ——_—————T5 ee. | Nov. | Dee. | Dec 26, | 27, | 18, | 25, 
and due from Treas. | 11,838 14,998 15,174) 15,304 | | 2s ec. 5 ov | 2 on -— | AssETs 1938 | 1939 | 1939 | 1939 } 
Total reserves ........ 12,212 15,299) 15,453) 15,630, 3 | Gold, and stg. exch.... 7°48) 9-42) 11- 07; 11-52 
Total cash reserves . 365 291 "316 | ASSETS 1938 | 1939 | 1939 | 1939 | Advances to State... | 16-46] 22-26 21- "63, 22-66 
Total bills discounted 8 8 8) 7 | Reserve, of which ...... 216-3) 286: ‘4 292-0) 292°6 | Investments ........006 3-61] 3:24 3-31) 3-36 i 
Bills bt. in open mkt... 1 Nil Nil | Nil | Gold coin and bullion | 184- 2) 225° 7} 225°7| 225-7 | LIABILITIES } 
Total billsonhand...| 5 8 8 7 HES oo snsnncssesee 189-7) 244-7) 237-0) 227-2 | Bank Notes eveczvn 16-64) 17-43) 18-98 19-9 fe! 
Industrial advances ... 16 1) ol} oa LIABILITIES | | Demand liabs.: State | 2-85) 1-99) 2-82) 2-86 I 
Total U.S. Govt. secs. | 2,564 2,512! 2,489, 2,484 | Note circulation peesooces 177-3) 222- 3| 232: 0} =: : | Banks and others ... 7: 27 13-62| 12-36) 13-57 I 
Total bills and secs. ... | 2,584 2,532 2,509, 2,502 | Deposits: Dom. Govt. | 20-2) 56: 1 =: 3 286 5 | Reserves to sight liabs. |27-9% '28-5%132°4°, 32-2°, I 
Total resources ......... | 15,654 18,623) 18,879 19,103 | d banks ... | 203-7) 7 7 } 
LIABILITIES | | Reserve ratio ....... eoccee . 153° 7°%'54: 8% 56: 1 i568 8° 0 | ) 
F.R. notes in circa. -- | 4,441 4,900) 4,978 4,948 | | BANK OF SWEDEN.—Million kronor b 
ite of excess mr. | | | 
rea. over reqts. | 3,300 5,150) 5,050, 5,270 BANK - oo —zezaXx—x—————— en 7) a, Te Nov. Dee. | “De 7 
Deposits : ember- Million tonian nes 23 1 23, 
bank reserve account | 8,819 11,617] 11,493! 11,721 ae cs. 1938 | 1939 | 1939 | 1939 : 
Govt. deposits . 891346 646) ‘651 t Dec. | Nov. | Nov. | Dec. Gold reserve ........+00 =: 5] 627: | 608°9) 594-0 s 
Gin. paid ne eopopnape 10,146 12,748) 12,817; 13,025 7, 23, 30, 7, Govt. secs.: Swed 213: 0} 228-0) 233-0 
dsurplus} 311 312! "312, 314 AssETS 1938 1939 | 1939 | 1939 oreign 33. 7 40: 9) 37°0! 37-0 - 
Total liabilities ......... | 15,654 18, 623 18,879. 19,103 = Gold coin & gold bullion’ 34-30) 40-91) 40-91) 40-91 | Gold abroad not in res. | 115-8) 106-0; 124-3) 139-6 
Reserve ..........000 sees |83°7% 86° 7%, 86°8% 87°0% Net foreign exchange | 16:10) 1-89} 2:75) 4:27 | Blces. with for. banks.. | 338-2) 316:6) 208-2) 182:8 di 
U.S.F.R. BANKS AND | Home bills discounted | 12:30} 27-51] 27-50) 25°76 | Bills payablein Sweden | 13-7] 34:5| 196-9) 194-2 
Treasury COMBINED: Loans and advances... | 11-28} 20-32) 22°65] 19-02 | Bills PaGEETD GOERS... 393-2) 17:2) 15°5| 142 
RESOURCES | LIABILITIES | | Advances ........sss00e | 33-8] 136-6] 182-8) 198-2 
Monetary gold stock ... | 14,565 17,408! 17,620 17,697 Notes in circulation ... 49-88] 67:02) 64-69) 62:90 | LIABILITIES — 
Treas. & bk. currency | 2;8 00, 2,949) 23963 2,963 Sight dep. and current Notes = circulation ... |1022-5}1123-0/134} - 1/1384-9 a 
L1aBILITIES i accounts, of which... | 33- 58) 24-77! 31-32) 28-54 | De : Government 439-2 531-2 365 -6; 303-9 
Money in circulation... | 6,839 7,545, 7,663, 7,581 (a) Government... | 19: 79| 9-31] 10-74] 11-89 | ‘sand others... | 451-7| 127-3 137-4) 138-3 
Treasury 3 | ness! age sees ames | om (6) Bankers ...... lds 24s 14:86) 11:16 a 
Posits with F.R s. | 3,¢ 3,018 CSCIVE ratiO .........-++ C | oa 
C2 neater eee eae : SWISS NATIONAL BANK 
NEW YORK FEDERAL RESERVE qa Million francs Ba 
__ BANK.—Million $’s___ $’s nak 1 ~~ | Dec. | Nov. | Dec. | Dec, : 
Jan. Dec. , Dec. | Jan. NATIONAL BANK OF JUGOSLAVIA | 23, | 23, | 15, | 23, M 
7, | 4 Million dinar |. 1938 | 1939 | 1939 | 1939 | 
1939 1939 | 1939 | 1940 7 Fe Neat SOME ccssissnreneessoasee 9 -6'2309 - 8 2302-8 2302:8 ; 
Total gold reserves ... (5430-2|7097-0/7142°5 7406-4 Dec. ; Nov.; Dec. ; Dec. | Foreign exchange...... | 279-6} 348-7; 321:7| 311-1 
Total bills ed; 1-1) 2-9) 2-7, 2-3 23, | 22, | 15, | 22, | Discounts, etc. ......0. 116-7| 85-3; 88-5) 91:8 | 
Bills bt. in open mkt. 0-2} Nil | Nil | Nil | ASSETS 1938 | 1939 | 1939 | 1939 | Advances .......00. secee | 28°8| 59-5) 61-6) 70:3 Di 
Total U.S. Govt. secs. | 724-6) 782-0) 773°5| 754°9 | Gold .........ccsececeeees 1,908; 1,987; 1,988} 1,988 | Securities ........0.c0ce. 94:6} 94:6 95:4) 96:0 : 
Total bills and securts. | 729-8) 786-9) 778-2) 759-3 Other foreign exchange 563) 724, 746 | LIABILITIES | 
Deposits : Member- j Discounts and advances 1,771) 2,510) 2,292!) 2,170 | Notes in circulation ... |1718-1)1965-7|1979-0|2021:8 Le 
penn eeaaes Pe. 2190-8", 190-9" eens} a ~~~ 2,244) 2960: 3,045) 3,061 |! Other sight liabilities... |1665-4| 875-9) 833-7) 787:1 
eocccccccccccccecs 9 © © *4% IABILITIES ieee ea ee a 
a ee ; Notes in circulation ... | 6,692) 8,950) 9. 2911 9,291 | N.B.—Exchange oy and the assets D. 
REICHSBANK Sight liabilities ......... |_2,373|_ 1,952) 1,788|_1,825 | nS SS Sees At 
____ Million Reichsmarks CENTRAL BANK OF TURKEY 
{8 | Dec. | ke ‘Dec. [ = BANK _ OF yea ~—Million litas | Million Turkish pounds 
ASSETS 1938 | 1939 | 1939 | 1939 ian 4 July , Aug. | Aug. | Dec. = 
Gold & for.currencies | 76:7) 77:0; 77:4) 77-3 | Dee. Nov. | Nov. | Dec. | 12, 19, 16, 
Bills and cheques... |7358-7| 9601 3/|10507.4/10422.6 | 15, | 30, | 15, | ASSETS 1939 | 1939 | 1939 | 1939 
Rentenbank notes... | 80-9) 132-8| 145-9 TS 1538 | 1939 1939 | 1939 | Gold ..........esseeseeees 36-90! 36-90] 36-90] 35:87 
Advances ...........+ 45-9 00. 6, 38-9) 32-9 | Gold .....seseeseseseees | 64-70| 57-66) 56-67} 53-80 | Clearing andotherexch.) 3-35] 4:28] 3-68) 10-82 
Secs. : for note cover * | 1037- “7 877-8! 817°5 | Silver and other coins | 16-80) 6-10 5: 72) 5°55 | ‘Treasury bonds ...... |141-52)141 -52/141-52 140-76 
assets ......... 1355-0) 1333-8! 1385-1|1722-7 | Discounts .............+ | 98-28/122-94:127-41/130-10 | Commercial bills ...... /128- 48|131 - 88,136 -32/208-88 
LIABILITIES Advances ...........0006 21-34; 24-88) 24- 90) 24:24 | Securities ............... 50-99} 51-42) 51-56) 58°14 
Notes in circulation 7666 -5 | 10151-3 109691 10999.9 LIABILITIES | BBWEMBES occccccccccces. 13-87} 15-84) 13-91) 16-20 
Daily maturing liabs. |1062-0! 1529-2! 1421-7|1572-2 | Banknotes incirculatn. |141-38/162-10)162- 63 165-23 | LIABILITIES 
Other liabilities ...... al 599-0! 651-9| 677-3 Current accounts ...... | 42°65) 46°82) 52-51! 50-51 | Notes in circulation . 229- 52/229 - 52/229 -52|296°76 
Coverof notecirculan. |1-00°, |0-76% |0-70°% |0-70°,, Deposits  ..........s0000 13-97) 11- 79 13- 13, 20°95 | Deposits ...........sse000- 34-05| 34-16) 33-24) 36:57 
* Figures Motcomparable. | (| aA _ | Clearing & other exch: 36 20) 38-97) 39-40) 46:30 
21 
4 
EXCHANGE RATES 2 
3 
31 
_(a) Rates fixed by Bank of England (b) Market Rates a 
oe ee = 5 
Par of | |g 2 a = T 
Dec. 29, | Dec. 30, | Jan. Jan. 2, | Jan. | | 
London on _ |8xchange; > Par of |, | | D 
| 1939 | 1939 1940" 1940 | 1940" |" 1940" | Dec. 29, | Dec. 30, | Jan. 1, | Jan. 2, } Jan. 3, } Jan. 4 
an alll = fe we) hlUL ihn ee eaetesesfermesieh se London on cus 1939 "| 1939 | 1940 | 1940 | 1940" | 1940" 3 
New York, $ | §4°8623 la “02-04 Ig. -02-04 | r 02-04 \4: 02-04 \4: 02-04 | Tallinn, Bkr. | 18 159) 16ig* | 161g* | | |{ L6lg* } 16ig* | 1619* : 
do. do. we |4°O41gtf '4-041g$ | \4-O4lgtf |4-0414¢ 4-0414tf | Riga, Lats. ... | 25 2212] 2)12* | 2012* 201p* | 201p* | 20lo* 3 
Montreal, $... | 4°8623 |4-43-47 4-43-4 ia- -43-47 |4-43-47 4-43-47 | Budapest, Pen.| 27-82 | 22* 22* 22* 22* 22* 4 
do. do. wee 14S aTatf 4: ef 4: a7atf 4: aTlatf 4-4714t Kovno, Lit .. | 48-66 | 23* 23* 23* 23* 23* 2 
Paris, Fr... | 124-20 |176-17 |B76517 176-177 |176-177 |176-17 »Kr! 18- 150 2014-15 | 2014-12 20516-916 |203g-53 207re-1he 3 
Brussels, Bei. | 35-00(a)|23-90- |23-90- | 23-75- |23-75- |23-75- Milan, Lr 92-464 | 77-782 | 77-79 77-19 | 77-79 | 77-78 # 4 
24:15) 24-15) 24:00, 24-00! 24-00 ee 78-25(6) 78 -33(b) 78+ 36(b)| 78-31(b) 78: 2200) T 
Amst’d’m, Fl. | 12-107 |7-52-58 |7-52-58 | Markets ‘7-50-56 |7-50-56 |7-50-56 | peisrede, Din. |276°32 160* 160* 160* 160* N 
Batavia, Fl.... | 12-11 |7-46-56 |7-46-56 | Closed (7-44-54 |7-44-54 |7-44-54 ue 200* (g) 200% (2) 200* (8) 200*(¢) 200%) 3 
do. we (7°58¢f 17-58tf 7-56¢f |7-56¢f |7- 5847 Sofia, Lev. ... |673-66 | 320* E 
Switzer!’d, Fr |} 25-2215 |17-80-95 17-80-95) 9 7-80-95|17-80-95 17-80-95 | Helsingfors,Mk|193-23 | 210* 310" 358 315" 308 T 
Stockh’im, Kr. | 18-159 |16-85-95 16-85-95 16-85-95! 16-85-95 16- 85-95 Alexandria, Pst.| 971g 9759-55 9733-53 9739-58 9759-59 975 T 
Osio, Kr 18-159 |17-65-75 17-65-75 17-65-75|17 -65-75)17-65-75 | moana, Pt. ... (25-221 {| 338 4* 14* or 3814 3914* 
B. Aires, 11-45 |17-50-_ |17-50- 17-50- |17-50- |17-50- oa 24 | 30- 15(6) 39-40(b 33-4008) 39- 40(6) 39-40(6) 
P. Pesos 18-00 18-00 18-00} 18-00! 18-00 | Lisbon, Bsc. 110 “{10712-  |10712- 10712— |10712—___|107}2- 0 
_do. do. 18-02¢f |18-02¢f ' 18-02¢f |18-02¢f |18-02tf 5 10st 5108! Markets 5108 Lostz log 
FORWARD | RATES memeateT | re tf Bat | 31m | "| dim] sai jon ff? 
The following rates are for one month, which form the basis for Te oo. 
Bucharest, Lei 813-8 | 535* | 535* 535* | 535* | 535* ac 
dealings for other periods, to a maximum of three months. India, Rup. . +18d. 1715, 17g 17 175 Ihe E; 
16 1 16 16 
—— Dec. 28, | Dec. 29, Jan. 1, | Jan. 2, | Jan. 3, | Jan. 4» Kobe. Yen ... |+24 -58d.114316-716 1416-16 141g—3g | 141g—3g |14316-716 i 
1939 1939 | "1940 1940 1940 1940 Hongkong, $ |t ... [14 "el! tr ie ie 1475~ se m 
32 16) 1 
” Pipette, tS) Sige | tae ae | te |e Py 
inetd 3 3 : 
pe Sem ee | ie ib-Par | tapPar| tep-Par | Lima, Sol’(e) | 17°38 [2012-221:|2012-2212 201-2212}201-2219|1912-21!2 
— — | “with wh * Montevideo, $ |t 51d. | 21-23 | 21-23 21-23 |211;-23l9 2112-23 
CENTS .....00. 2p-Par | 2p-Par | Markets| 2p-Par | 2p-Par | 2p- Singapore, $ 28d. | 28116-516) 2816-516 28 at 2er16 S18 ere oa 
Cents ...... 11op—Par |11op—Par | Closed |1lop—Par |1l2p—Par |llop—Par | Shanghai $.. /¢ ... 459-5 | 4e~ 453-5 oe 
z COMB ....e.eee0ee 3p-Par | 3p-Par 3p-Par | 3p-Par | 3p-Par | Bogota, Pes. 612* 612 | Se | Oe?! 6 o 
peoaee oo | Se | See Soha | Sp-par | SocPar | gor Seller. 3 Buyer, Benes per unit (a) Prior. devalaan ot soe tg 
SE SND _--o=->- =» ‘op-Par '2lop-Par’ _2!»p-Par '2\gp-Par '2lep-Par | (4) Rate for payment at the "Bank of E. and for Clearing Offices. (a) Oficial: 
Pp = Premuum. d = Discount. (e )90 days. ) Mail Transfer. (g) Trade payments rate. 
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BANK CLEARINGS 


ene of ——_ returns of Town Clearing, Metropolitan 

Clearing, Coun oo e Clearing is suspended until further 

rien tat penioalacs of 1 39 clearings will appear in next week’s issue. 
PROVINCIAL 


Week ended e from 

Four weeks ended Saturday leaay lto 
Dec. 31, | Dec. Des. 31,|Dec. 30,| Dec. 31 Des. 30 
Sap | isa” | Change | S535 ‘ 1939 | 1938" F 























BIRMINGHAM 7: 116,308 
BRADFORD .... +116- 51,620 
BRISTOL......... + 16: 70,521 
HULL ......... ne - 0: 901 
LEICESTER - 2: 
LIVERPOOL + 13- 261,723 
MANCHESTER + 17: 15 
CAS bee - 4 75,429 
NOTTINGHAM — 18: 23,871 
Total: 9 Towns 2: 1,153,454)1,173,977 


320,213$| 313,614 
49,401 eee 
55,263 | 47,219 


* Suspended publication. + Clearing of ae cheques through local clearing 






















discontinued from September 7, 1939. +52 weeks 
LONDON 
Dec. 28,|D: 29,'Dec. 30,| Jan. 1,| Jan. 2, | Jan Jan. 4, 
1939 1539 | 1939 1940" | 1940 040° 1940 
’ | 
Bank rate owt % % % | | % % % 
from 3 26, | 
1999) neonereece | 2 2 4 | 2 2 2 
Market rates of discoun | 
60 days’ bnkrs.’ drafts 13,9-114) 13,6-114 1336-114) | Bie | Wie | 16 
3 ona GO. cccoeee | 1732—114] 1730-114! 132-114 ’ 1316 131g 1346 
1lg 1lg 114 |Markets) 114 lly 14 
lg 1lg 1l2 | deed | 139-112 139-112 139-112 
| 
1339-114! 136-114" 131g-114, | Iie | Wie | Lhe 
1 732-114 sz 114 1732-114! | Wig | 116 11g 
ot 1g 34-210 | | 34-114 | 34-114 | 34-11, 
y 34-212 | Sq=1)g | 34-114 | 34-114 
| 12 72 12 
% lo | i 13 2 2 
| 34 | | 34 5S | & 
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Comparison with previous weeks 


Trade Bills 


Bank Bills 
Short 
Loans | : 
3 Months | 4 Months 6 Months 3 Month} 6 Months 
1939 % % % 

Dec. 7 ...... Bets 1316 114-1516 1lg 2123 2k-s 331, 
go BD ccciee sciis re 114-156 lg 2lg- 3) 234-3 3-312 
90 20 ccceee 3q- 154g 1lg 2129-3 234-3 3-312 
* 28 .neeee aise 1730-114 lly 1lg 212-3 234-3 3-312 

Jan. 4 ...... 34-1 1336 1lg 13g-11p | 212-3 254-3 3~312 

NEW YORK 


The I Trust C bles the foll 
wary tins ompany cables jowing moncy and exchange rates in 


Jan. 4, Dec.6, Dec. 13, Dec. 20, Dec. 27, 5. 
1939 1939 1939 1939 1939 
% % % % 


Call mo stssseseersesneeees 1 1 1 
Time m ae (90 da ys" pane 
IEE -éiehinmernvetncnedeneses llg ll, 11 1lg 1lg 1l, 
Bank acceptances : ~, oS Rates——————__——,, 
Membe 90 dys. 12 1g 1g lg lp 
Non-mem. "i le,90dys. 19 lg 1p ly * 1 
ercial accept.,90 days 1 1 1 1 I 












Dec. 28, | Dec. 29, | Dec. 30, 
1939 1939 1939 










1940 








Cents ; Cents { Cents 


3951g 


Qanw 
yeesare 


_@2xw 
VIE 
Nees te 


uBaBsSCRsssuBanyy 
S$ 





5:10 5: 10 


mA 
oo 


Official Buying Rates for Bank Notes : 
The following rates were fixed on January 4, 1940 :— 
New York, $4-11; Montreal, $4:54; Paris, 178}of. ; Brussels, 24-30b .  Amster- 
dam, 7:66fi. ; Switzerland, 18: 10f. ; Stockholm, 17- 40kr. ; Oslo, 18- 25kr. ; Buenos 
Aires, 18-55 paper pesos ; Java, 7: hac. 





NATIONAL DEBT 


(See * GOVERNMENT FINANCE ” on page 38.) 
(Million £) 





eee cee 30 

312% Conversion Loan... — 739| 739] 739] 739| 739) 739 
412% Conversion an. sn as 366| 363) 363) 353) 353) 353) 353 
5% Conversion Loan . aie on 323| 323} 323) 323) 323) 323 
pemuiashte Annuities... 30 20) 13 13 13 13 13 13 

o Banks ............ 15 15 1 14 
aie War Stock, 1932 . eee 63) 1,911] 1,911] 1,911) 1,911) 1,911) 1,911 

er Great War Issues .. “ ‘ 





20) 323 100| 100] 100] 100] 100 
267 389| 385] 385] 383] 381 

1,357 1,032] 1,032] 1,032] 1,032] 1,032] 1,033 

15| 12107 829 892| 992) 1,187] 1,470 
1| °243 13) 51/28 4 





654| 8,033] 7,797| 8,026{ 8,297| 8, 163] 8,316] 8,475] 3.816 
57| | 46] 113) 123| ¢t | 138] tt | tt | ¢ 


Other Cap. Luabilities...... 
Total Liabilities*............ 711) 8,079| 7,910) 8,149; tt |8,301] tt | tt | tt 


tEsumates, which do not allow for sinking tund allocations. * Excluding 
ferued se on Savings es, and the State’s assets (e.g. debt Gen 
hange Equalisation Fund), oma including holdings of Public Departments. 
jae deducting transfers for Death Duties. § Exchequer Bonds, 1914 and 1919 
cannere American debt. ** Includes National Savings Bonds (about 312 
millions). ++ Not available. 


er SE TS ESTOS 


The Monthly Exchange Rates for :— 


Central and South America 
and Overseas Bank Rates 


have been unavoidably held over, but will appear in 
the next issue of The Economist. 









EXCHANGE RATES (Monthly Tables) 
AUSTRALIA AND NEW ZEALAND 























a 
| London on Australia and | Australia and New Zealand 
New Zealand* on London* 
| Buying | Selling Buying Selling 
| ~ | ew | 
| Aus- us- 
| , ~ New ;. | New 
| Australia | New, | tralia| fang | Australia | Zea- | ‘lia | Zea. 
| Zealand | (an' (an 
| | | (an | land | (9¥ | tana 
‘iccieati tas SI a ee 
| | { 
Tees 1243, | 125 1243 }1251g | 125 
) ace) e §, ‘ep | 
gig ii Se ig rane 
Sight 12653 Mail| Mai 17538 ae 124g ty 16) 112315yg)12512 (124% 
30 days |127%e 1265g |12634 |1 | 12419 |1243g |12311i¢ 12571 124; 
60 days |1275g 1271g |12714 12679 sa | 12414 1241g {123736 |1253g |124}7 
| 124° [123% [12385 [12586 |124: 





90 days [12816 12755 12734) 29 


* All rates (Australian and N. Zealand) now based on £ 100—London. 
Intermediate rates will be calculated on the basis of 2s. 6d. for every seven days. 


Plus postage. 
SOUTH AFRICA 
(Buytnc Rates per £100 STERLING) 

. | | 4 30 days’ 60 days’ 90 days’ 

| TAT. | Sight | a | Sisty sight 

i ' : 
London on: url £ s d. £s ad £ os. 4. | Ls ad. Ls d 
Rhodesia | i090 5 0 100 13 0 101 1 3 101 9 6 101 17 9 
101 16 3 102 4 6 102 12 9 


— 10) 8 O 


(SELLING RATES PER os STERLING) 
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(6) Final dividend. 
ni (@) Yield 


(m8) Based on on opemee, 
(Yield workedvon's 15% basis. 


| Name of Security 


British Funds 


Do. 412% 1940-44.. 


Victory Bonds 4% 
War L. 312%, af. 1952 
Local Loans 


3% 
Austria 3% 1933-53. 


——_ 5 1950-60 
. Zealand 5% 1946 
S. ” Africa 5% 1945-75 
Corporation Stocks 
Bir’fham 5% 1946-56 
SoM Wie cunnspeosees 
Liverpool 3% 1954-64 
Middx. 3 oe 1957-62 
Foreign epmeaeene 
Arg. 412% Stg. 
Austria 415% b3058 
— < ae 1970 
ulgaria 712% ......... 
Brazil 5% Fd. 1914.. 


seccccces 


Dar Young Ln, 440%, 
oO. n. 
Greek 6% Stab. Ln. 


seeeccoccoscces 


Name of Security 


Public 














| Price, 
Jan. 


3, 


1940 


Jan. 3, 
1940 






Boards 
Cc. mies. 5% on | 10612 


Lon. Pass. Transpo 
Al % “— 1985-2023 
<é 1956 or after 


Met. W. B. “B” 3% | 


10412 
65 
81 


P. of Lon. 5% 50-70 || 108 


37 
5219 
39 


1434 


ow] Railways 
G.W. Ord........seceeeee 
CNER 3%, Pref. 1955 
Do. 5 a _ ee 


y B. 
Barcl. Tos Cc. f Afl. 
Chrd. of India £5 ...... 
Com. Bk. “a “a7 od 


Nat. of t £10... 
N. of Ind. 12> 
N. Prov. 1 

Pe anes 


Roy. Bk. o} 
St. of S.A. °(20, £5 pad. 


Union Dis. £1 ......... | 
West. £4, £1 pd....... | 





(c) Last two 
— on 12% basis. 


1234 


42/6 


75/- 


211lo 
1lly 
75/- 
23 
10 
1354 
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since 


Dec.27 


1939 


+ 2lp 
+ 12 
-1/- 
+l, 
a £2 


sttrsis: 
a 
no 


~2/6 
+4 


Jan. 3, 
1940 
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THE ECONOMIST 


Prices, 
Year 1939 


High | 
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yearl vidends. All 
sy aiid worked to S es 
ion at par, in year shown. 


To average 
0)" Yield based on 47% of coupon. 
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(f) Flat ng 


(v) Tina on 1-523% basis. 
(z) 1% paid free of Income Tax. 





January 6, 1940 
LONDON ACTIVE SECURITY PRICES AND YIELDS 


In calculating yields of fixed interest stocks allowance is made for interest net. lees income tax at the standard rat 
Where stocks are redeemable at or before a certain date the final date of repayment is 
quotation is above par. The yield on ordinary stocks and shares is calculated on the latest dividends, account being taken of any increase or reduction of interim divider 


Ch’ge 


Name of Security | J 


Investment Trusts 
Alliance Trust ......... 
lo-Amer. Deb. .... 
D ture Corp. Stk. 
Guardian ae. 
Ind. and Gen. Ord. . 
Invest. Trust Def. .... 
Mercantile Inv. ........ 
Merchants Li Ord. 
Senwaee = 
rustees Corp. 
United States Deb..... 
gaa 
it. r - 


Pee ny fe snenes 


Hudson’s Bay ; £1. 
Sudan Plant. £1 ....... 


Breweries, &c. 
Barclay Perkins £1 
Bass Ratcliff Ord. Li. 
Courage Ord. £1 
Distillers Ord. £1 
Guinness Ord. ra 
Ind. Coope & A 
Mitchells & Butlers 
Watney Combe Def. 

renee ——— | and Steel 











al Keen aee Ord.f£1 

Hadfields 10/- ......... 

Horden Collieries £1.. 

Shecpbndeete Cc. ayy fi 
riage 

Ss. ‘Durham Ord. £ 


Staveley Coal, etc. fi 
Stewarts & Lloyds £1.. 
Swan, Hunter Soi 

6/6. 















English Swg. Ctn. ki. 
a|| Linen Thread Stk. 
Patons & Baldwins £1 
Whitworth & Mit. 
Electrical ene 
Associated Elec. - fol 
£1. 


British —y. 
‘allenders £1 ......... 











General Electric £1... 
Johnson & Phillips £1. 
Electric Light, &c. 
British Pow. & Lt. £1. 
Clyde Valley Elec. 
County of London £1 





Northmet Power 
Scottish Power £1 .... 
Yorkshire Electric £1 


Gas 
Gas L. & C. £1 ....... 
Imp. Cont. Stk. ....... 
Newc. -on-Tyne 1. 
S.Metropolitan tk.... 
Motors and Cycle 








Lucas, J. (£1) ......+0.- 
Leyland ok fl. 
MorrisMotors 5/-O 
Rolls-Royce £1......... 
Standard —_ 5/-... 


Bristol — 10/-...... 
De Havilland te ft 1 
Fairey Aviation 10 
Hawker Siddeley(5/-). 
Shipping 








Union Castle Ord. £ 1 
Tea and Rubber 
Allied Sumatra £1 ... 
Anglo-Dutch £1 ...... 
Jokai (Assam) £1 ...... 
London Asiatic 2/— ... 
Rubber Trust £1 ...... 
United os 2/— ... 


seceee 









with allowance for 
taken when the stock stands at a Geesunt ond (he cation Gas aie 





ry 


a 
~. 


— a 
WNHUCU RWS 
COWSCS NONYhKWISOCOOSD 


~ 
No 


6 
6 
8 
6 
7 
6 
9 
6 
6 
6 ll 
5 
5 
6 
3 
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_ 
Wom 
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PON DBNOCOSNEYWNNIODW COUGQWTCAOMN 


NUP OUADNOSCUUBDIIANIA BADAAAARA 
— oe 


a 


~ 
aZwzes 
& 
CO & SCOYSGOUSCESNOLEgGOY COMOWogE 


w 
= 
ez ° 


ied 
=AWDOSCH 


~ 
WWhh ODO 


ecoo coooo cooooasceoo VOUS SCALSOSOMAHOOASGO NWAOwWwAaccs ogvoce 


O=4 PRUURQVUUORU JBUGUUUU HOARY 


ND > Baw SOuscUUAIUe © 


AMUN WUUGAWU 
-_ Z= 
PUN WOWOLS =e” 


_ 
o 4 aca cooooo 


81/1019 + “tno i) ; 18 


(g) Yield worked on 4 

on redempti 

(w) Yield based on 40 
t Free of Income Tax. 
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ee 
ices. Last two Price, |Ch’ge| yieig Prices, Last two Price, { Ch’ge 
»S A 1939 Dividends Name of Security 7 —, Jan. 3, Year 1939 | Dividends | Name of Security J an 5s jan 3, 
——— > ——— SS SC Cr > 
= @ ® © 1940 || High | Low |i @) ® © 1940 | 1939 |_'940 
the % we « i £s d 
ae % Ls. dl] 75/- | 59/412] 95° Ashanti Goldelds 4/- 63 4 -1/3|6 2 0 
! 
Miscellaneous 12/6 7/419); p& a p5 b Burma Corp. 11/6 | —3d| 7 7 Of 
ield 6 c|j Allied News. £1 ...... 11/3 | +1/3|10 13 4 69/- 30/712 6l4a) 10 ei Cons. Gids" ofS Ag £1 47/6 | +2/6|6 16 O 
Nil aj} Assoc. Brit. Pic. 5/-... 8/6 . |518 9 1614 1llg 95 6b 95 Crown Mines 10/-... || 143, | +63/6 8 O 
1. 3, 712 a|| Assoc. P. Cement £1 62/6 6 8 0 85g 419 30 a Nil 3 De Beers (Def.) £2l9. - {| 6lg | —1g |12 4 0 
940 5/6 2¢ 13 a\| Beechams Pills Df. 2/6 7/9 6 6 9d) 48/54] 31/3 || 15 c¢ 15 cl Jo’burg Cons. £1 ...... || 36/3 +13 8 5 6 
— 31/1019|| s3213 c| m29 || Beots Pure Drug 5/- 39/41o 420 = 31/3 lllga) 11lg b| ontein £1......... \| 37/6 12 0 0 
. 4 48/ Blo 4 a Brit. Aluminium £1 . 50/- 5 00 137g 938 25 a} 25. 6)| RhokanaCorp. £1...... i} 1 . {441 0 
36 191g c|| Brit.-Amer. Tob. x st +216 4 1 Of} 20/- 14/- 10 a «65 Roan ‘Amnslone r.5/-|| 15/9 | —3d}/ 415 O 
40 7 = a| British rt : 415 6 121g 8%6 || 75 a 75 b Sub —— 10/— ......... || 934 ~ |712 0 
5 0 1212 6)| B aie 8 8 6 81g 55g | 5/65 nan Union Cp. 12/6 fy. pd. | ‘| Fg asi 5 14 3 
0 0 i: ¢ Cable & Wi Wiss Bde ii 56l2 3 2 9 6% | 21g || Nil || W. Witwatersrand 10/- | 3 |—1lig! Nil 
5 Vi eee 
a so 3] Bee fe isi'ar: | °98 | f38|°% ° UNIT TRUST PRICES 
6 3 a|| Ever Ready m0 | 27/— | +1/- 1l 0 as supplied by managers and Unit Trusts Association 
7 2 us Soe Sat, See. & fl a8 o yi 6 (Table does not include certain cl trusts) 
0 a eee em ea 
25 || Gestetner (D.) 5/- 26/3 | ... | 712 0 hange | Change 
12 5 a ison & Cros. Df. £1) 88/9 | +1/3| 5 12 0 || Name and Group since || Name an Gun! Ly since 
70 1 5 aj| Harrods £1 ............ 40/- | ... |8 0 0 Dec. 27, | i Dec. 27; 
10 9 7 || Imp. Airways £1 ...... 33/9 |+ 7lod} 4 3 O oe | a | Keystone l l 1939 
43 5 3 a Imp. Chem, Ord. £1... | 30/6 | +3d|5 5 9 || For.Govt.Bond | 10/—12/-¢ ... || Gold 3rd Ser. ... | 11/9-13/3xd | + led 
90 5 Nil c|| Imp. Smelting £1...... 13/9 |+7lod}| Nil Limited Invest. 16/3-17/-xd¢ | || Keystone 2nd... | 9/9xd bid 
3 0 1719 734 Imp. Tobacco £1 ...... 515y6) 4 4 Ot|| New British...... /3-9/6¢ | Keystone Flex.. 12/—13/6 +3d 
2-25cl $2:00c)| Inter. Nickel n.p. ...... || $47 aa 4 5 1 || Bank-Insurance | Keystone Cons... 11/—12/6 + lied 
5 5 a|| International Tea 5/- 12/- .. | 4 3 41) Bank & Insur.... 14/9-16/-* | ‘| KeystoneGld. Cts 10/9-12/-xd “a 
59 6 434 a|| Lever & Unilever £1... || 30/712; .... | 7 © 6 || Insurance ...... 15/—16/3xd* | Allied 
8 Of 20 20. c|| London Brick £1 ...... 30/- | —1/3| 8 6 8h ME cavsccescse ° 15/—16/3* | “|| Brit. Ind. 2nd .. 11/—12/6 —3d 
90 14 5 a ieee G2 Ord, 1 ae 334 | —14]5 2 © | Scot. B.L.I a 11/3-12/6* | —3d \ Do. 3rd 12/—13/6 aoe 
73 27 15 a arks pen.‘ A’5/= |! 51/1019)... 319 0 Cornhill deb 19/719-20/710* | see 1 Do. 4th 13/—14/6 +3d 
6 0 7 1219 b|| Murex £1 Ord. ......... |- 5 0 0 || Cornhill def. 6/—7/3* | || Elec. Inds. ...... 13/6-15/-xd eae 
5 6 5 4a —— Johnson — 18/9 416 0 National | Metals & Mins. 11/9-13/3 
00 3 15 6|| Ranks 16/6 417 0O || National D..... 12/9-13/9 | 
9 0 212 a Spillers ¢ Ord fl ° 57/6 5 4 6 || Nat. Gold 15/—16/6 .. || Other Groups 1ld-1/2 ans 
10 6b an and in ,. 57/6 414 0 || Century 13/3-14/9 a Tied Rubber & Tin... 16/6xd bid | +3d 
3 3 5 a 1. 40/- 5 0 O || Scottish . 11/9-13/3 +3d | Br. Emp. Ist Unit | oa. +“ 
8 0 20 ¢ Tripleg lex Satery'G. ‘io/- || 20/- 10 0 O || Universal 2nd... | 14/712-16/112 | +6d ——- cai 5/6-6/3 ae 
7 Ot 1334 6|| Tube Investments £1 || 88/9 5 7 0] % 15 Moor ” Domes. 2nd $ :r. Lm bid in 
29 1114 6)| Turner & Newall £1 66/3 | 410 6 | Inv. Flexible ... 9/-11/- |... || Ist Prov.“ A”. 10/712 bid | + liad 
30 71g b|| United Dairies £1...... 47/6 4 7 O || Inv. General ... 14/—15/- + lloed te “B*.. 10/7lp-11/7loxd eee 
42 15 bi] United Molasses 6/8... 25/712 5 17 O | Inv. Gold ..... ° 15/9-16/9 + llod)| Bank, Ins. & Fin. 17/9-18/9 eee 
7 15 a'| Woolworth Ord. 5/-... || 61/1012) 5 5 3 || Provident ...... 9/—10/- +11 2a Lombard Indust. 7/9-8/9 
9 of | | ey First... | 10/1ig-11/11 143d" || Orthodox wee 14/—15/- 
S g (c) Interim dividend. (6) Final dividend. (c) Last two yearly dividends. (d) Yield on 18-95% basis. (¢) Allowing for rate of exchange. (h) Yield on 121g% basis. 
8 0 (m) Incl bonus of 5% free of tax. (p) per share. (s) 813% paid free of Income Tax. 
2 OF * Bid and offered prices are free of Commission and Stamp Duty. t+ Free of Income Tax. + Nominal. 
00 
43 
2S I 
Nil nvestment 
Nil ; 
5 8 TRANSPORT RECEIPTS OVERSEAS WEEKLY TRAFFIC RECEIPTS 
Nil British Railways and London Transport Board i INDIAN 
. ; Publication of Weekly Traffic Returns is now Suspended. 3 Stor Wear Receipts ae Gross 
i4 0 2a ~ 
| & IRISH RAILWAY TRAFFICS | — 5 { —_— 
20 1939 + or — + or — 
ae Grove Receipts week ended Aggregate Gross Receipts ("1939 | Rs. | 
00 ec, 29, 1939 weeks Bengal & N. Western | 10 |Dec. 10 $9.70, 770} — 56774 64.14, 083) — 6.06,474 
00 Company "G"000) Bengal-Nagpur ...... 34 |Nov. 30] $30,26,000| +-6,81,106| 6,$4,55,400) +80,37,935 
38 6 Bombay, Bar. & C.I. | 37 |Dec. 20 39,22,000 +4,85,000, 8,39,88,000' + 11,91,000 
3 3 Madras & S.Mahratta | 36 10) 21,22,000}+ 44,989) 5,18,28,830) + 14,62,493 
6 8 Pass. | Goods | Total Pass. Goods | Total Ss. covcccccccccce 34 |Nov. 30 14,97,664| + 1,15,222| 3,62,29,414! — 3,51,655 
12 ccsnalisiligneascaiteiialant saaasiahieiiial ¢ 10 days. 
90 ach inst ee 1 al inal ee SOUTH & CENTRAL AMERICAN 
2 $ 6 “4 3:0 133-7 25:3 159-0 omaall mn Dead onee aa , oie 
40 2 c | 1-0 | sr-0| ese-2\1,067-2 tofagasta ........... (Dec. 24) 790] + 12,790 7268 0\— 35,010 
13 0 ' . : . . 7 .A. Gt. ern. 9 A 1,139, 9 
3 0 1939 ay | oi St ites oes ios B.A. Western ....-..+. | 25 23| * $821,000|+ 94,000| 18,386,000| +1,326,000 
10 4 eneeeccepecococsooces 391 9387°6 | 4,303°1 Central Argentine. 26 30 $1,499,950 wet 961,800 47, 986,950 +2,244 200 
18 6 — — i + 
5 0 CANADIAN Central Uruguay 25 23/4 2£24,441|+ 2,918] 472,351/+ 10,129 
oa Leopold nee | 51| — 231{ MBO ~ 158,00] 9-791 000|~2.872000 
. . eeicievneenn 059|— °986| — 2 
:: (For heading, see Overseas Traffics in second column) Nitrate ........s00e00ee 52 31) at hi393 + 7,154| °132,419|— 11,003 
3 3 cen ies -. 50 | Dec. 21 1| 4. is 346) + 960 469/198. 162 733 20536816 Voted of Heres. 2 2 Sot 
ec. paces ’ 162,733) + Receipts in s entine pesos. f Fortnight. (a) Converted at official rate. 
-_ Canadian Pacific ... 3,041,000) + 304,000!147,040,000/ +8,317,000 by) Receipts in Ur fuguayan currency. (e) Converted at “ controlled rate.’’ 
ll 0 
13 0 
2 8 THE WEEK’S COMPANY RESULTS 
7 ; ite Appropriation Preceding Year 
8 0 Y Total D :,_ | Net Profit “on a ee eee — 
Company ear otal eprecia- | ster Deb. _ for | Difference | 
10 0 Ending | Profit | tion, etc. | “Jrterest | Distribu- fest. Ord. Rate | 1° Free | in Carry || Total Net Ord. 
0 0 tion , Div. Reserves | Forward Profit Profit Div. 
9 ; G + or some 
18 ete aa ] l £ | £ | £ £ £ | £ | % | & c | «& % 
: : ers (Holdings) teens | Dec. 21) | 24,942 | ose | 15,030 25,791 11, — 4,875 | 10 - 1,151 | { 28,512 18,485 10 
11 0 Se | Sept. 30' 29,460 | 10,943 11,422 8,250! 5 | 2,148 + 545 29,579 | 
. VU Be ntGang Senang.........0..00+ ene ees 9 | . + 9 9,894 5 
Nil Ranwela Pr CE was June 30 28,842. 10,880 | 15,408 9,486 | 3,163 2 6 = 1,769 | «37,285 | 15,142 21, 
0 0 — Aug. 31 | | 122,349 71,193 165,737 ee 71,163 | 5 4 30 | 193,41 ; 154,715 9 
| | 
4 : Houlder Line .... aadiineg Dec. 31| 213,975 | 132,143 23,505 |} 66,599 || 12,375| 26,812{/ 7s — 15,682 | 201,456 | 46,663 | 72(6) 
3 0 i Hollins Mill Nov.30| _ 55,126 53,689 | 7 | | 
bbadeoneesbeasonss ie e 4,448 40,200 | 7,500 > | eee + 5,989 25,384 23, N: 
9 9 Lancashire Cotton Gorpn. | Oct. 31! 586,582 | 155,000 | 352,807| 593,135 || 68,875 | 124,980 | 71 | 150,000 | + 8,952 | 308,200 | ett Nil 
26 8 Scottish Bester .. Nov. 30} 72,679 + | 25,297} 51,610 || 14,955 | 9,056 42 | + 1,286 || 75,491 | 29,250 41, 
5 ; meee crea Tad ti Sept. 30| 47,984 328 | 18,788 | 20,014 || _ 8,500 | 8500! 10 | +, 1,788 45,318 | 19,711 | 15 
~ Unde) (C) ant Ce obacco | Sept. 30 5,165,453 eee 5,165,453 | 7,317,160 — 4,543,029 191y¢¢; 500,000 | — 462,576 || 5,590,886 | 5,590,886 20t 
‘ i8 of te a Jo eoveee | SEPt. 30 51,440 3,929 14,331 28,126 1,953 8,279 25 ees | + 4,099 46,219 14,657 2212 
4 South a ssn. ... | Oct. 31 17,078 3,000 13,328 17,958 7,486 | 2,500 | + 3,342 || 8,251 5,001 Nil 
— Tumer and N. ruggists .. | Bs 29 88,404 ane 81,091 99,530 22; CoO 20,000 5 aes | + 39,091 || (a) (a) (a) 
assis. [tt and Newall......... . 30 | 1,727,453 145,250 950,615 1,067,225 101,098 799,364 15 100,000 | — 49,847 | 1,650,386 | 1,267,694 20 
~4 Teale an, 090") Pirate. | | | 
rice. to Jan. 6, 1940... 3 | 8,143 440 6,726 9,455 861 5,615 755 | — 505 \\ 8,240 7,270 





; Free of Income Tax. (a) No comparable figure. 











(b) Also bonus 212 per cent. (free of tax) absorbing £13,750 out of realised surplus on sale of vessels. 











Dec. 29, ia 2; 
1939 
CEREALS AND MEAT 
GRAIN, etc.— 
Wheat— 
> 2 N. Man. 496 Ib. fob. 8. 8. 
enbnaapesbesionpaensosone 30 Tip 30 10i2 
Se cmerenencneee® eoccce 7 72 
La PET QUEL. ....cccsccceeee ° bie 
Flour, per 280 Ib.—_...... 2.20000 
amy tee eennee 22 0 220 
oe os ot 
Maize, La Plata, 480 ib., f.0.b. 23 712 23 72 
MEAT— 
Beef, per 8 Ib.— 
English long sides............... 2 ow 
- i on pee 5 0 5 0 
utton, per —_ 
English seebbansenpeons oe eo 
N.Z. frozen wethers........ of 3 7 3 7 
Lamb, per 8 Ib.— 40 40 
2 ne... {i $3 $2 
oO 115 0 
HAMS cwt.)— 
peneennenpaonssnsnoes eoeeee 125 0 125 0 
125 0 
145 0 
78 O 
75 0 
COCOA (per cwt.)— 
PBDI, BE, cocccccessccccscccconnsesee oe : 4 2 
. 72 0 72 0 
I cnnsniensenvesscctonnnsncie 80 0 80 0 
0 
Grenada  ...ccscccrereeesereeesesees 67 6 67 6 
COFFEE (per cwt.)— 
Santos supr. C. & f. .......es00008 “59 ° =e : 
SeGhneenwens « 110 0 110 0 
Kenya, medium  .............0000. 4B : 33 ; 
oe aa and ) 20 0 200 
. Over)  ....5. 
Danish (15 Ib. and over)......... 19 6 19 6 
= ll 10 0 
6 
Oranges, Jaffa............... boxes 150 13 0 
2 Spanish............ 4 c/s = : .. $ 
» (Navels) .............. bxs. . : B : 
140 15 0 
Lemons, Messina ......... bzs. 18 0 19 6 
Apples, B. Columbian ... Bxs.{ 19 9 10 © 
Grapefruit, Jaffa (M.S.)_ ...... Bees 
LARD (per cwt.)}— “eo “a 
0 
Irish, finest bladders ............ 54 0 54 0 
BR eenscnaen: eocccceccccscocccccccccs 42 6 42 6 
es (per Ib.) — 
ck Lampong (in Bond) ...... 0 4145 O 414 
(Duty paid) ... 0 43, O 434 
win, Muntock tag) da, Bond) 0 6 0 6 
PS) ” Duty paid) . 0 612 O 6lz 
POTATOES (per cwt.)— 
English, King Edward, Silland{ @ 2 © 2 
Wisbech, King Edward(perton) 100 0 100 0 
open cwt.)— 
x shipm. 
“ae -K-/Cont. ae 6 76 
te exe, bags ...... 36 10 3610 
Cubes, 1 cwt. cases ............ 40 10 4010 
Pieces, 2 cwt. bags ..........+. 34 6 34 6 
Soft Brown, 1 Ib. cartons ... 35 6 35 6 
West India Crystallised ...... sons 


(a) Exclusive of duty. 
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39 1 
TOBACCO (per lb.)— s. d. 8s. d. 
Virginia, stemmed and un-f 0 8 0 8 
stemmed, common to fine ... 2 6 2 6 
Rhodesian, stemmed and un-Jf 0 10 0 10 
nd cm anenrses 8 8 
un- 
StemMed  ..........sesececevees 20s ; : ; $ 
acid ae wwe TE 1S 
Unstemmed .... 1 8 1 8 
TEXTILES 
COTTON Ib.)— d.(f) d. 
Raw, Giss, ee swe cove 57 ete 
Yarns, 32’s Twist ..c.ccccseeeee 181g 18g 
90 40"8 Weft ........-.crereee - 18 177g 
Cit, 92 in, Prins sc . 6 24 
ers, . s da 8. d 
16 x 16, 32’s & s 2 3 25 3 
” in. 75 yds., 
19 x 19, 32’°s & 40's 34 3 34 3 
9 yds., 
ot x 16,101b. ...... 13 8 13 8 
Ps 9 in. ditto, 3712 yds., 
16 x 15,8lglb. ...... 12 8 12 8 
FLAX ton)— £ s. £ s. 
oe ZK 145 0 145 0 
eeeeeesesece eeeseecee +4 3 4 : 
Pernau HD .......... eoevcsces 4140 0 140 
HEMP ton’ 
esa Ni Nom. 
Manilla, spot JZ" ......0000 . 29/0/0 29/0/0 
JUTE (per t 
Native Ist mks., c.i.f. H.A.R.B. 
oe es oss ray pgcesrasens Nom. Nom. 
aisee c. Dundee, 
NII anintssneneedations > 49/10/0 49/10/0 
SISAL (per ton)— 
Afri Sa-ta— Ss. £L s. 
Not £, 0 26 0 
o 25 0 
0 24 0 
da s. d. 
9 22 6 
0 23 6 
China fil  ...........0000 pesseoncere - 22 0 22 0 
WOOL (per Ib.)— d. d. 
Lincoln wethers, washed ..... 15 15 
Selected Kent wethers, greasy 1314 1314 
blackfi greasy... 1012 1012 
- ustralian scrd. fleece, 70’s ° 26 26 
scrd. average snow white 20 20 
NS sora: scrd. 2nd pieces, 50-56’s 1512 1512 
‘ops— 
64'S WETP ....ccccecceesecseeeees . 3134 313, 
56’s super Carded .........00+00+ 2534 2534 
48's average carded ..........++ 22 22 
44’s prepared........cccccccserses 20!2 2012 
| 
COAL (per ton)— 2 + S + 
Welsh, best Admiralty ......... 279 «#27 9 
Durham, best gas, f.o.b. Tyne... _ ; = 6 
IRON AND STEEL (per ton)— 
Pig, Cleveland No. 3, d/d 0 108 O 
| Middlesbrough ...... 0 255 0 
Steel rails, Heavy .........ccceseeee 203 0 
Tinplates ............00000+ 21 6 
NON-FERROUS METALS (per ton)— 
Copper (d)— 
| Electrolytic ......sseceseseseeees 62/0/0 62/0/0 
| Ti 
247/15/0 246/5/0 
| Standard cash ......s.sssese+00+ te 0) 24e/130 
Three months .............+000. 248/0/0 246; 5/0 
Lead (c)— 
Soft foreign, cash .............+. 25; (0; ” 25/0, We 
English, pig. ........:...00-ssee0e 
Spelter (e)— 
G.O.B., Spot .....scccscceeeseeees /15/0 25/15/0 
Aluminium, ingots and bars ee 110/0,0 
| Nickel, home and export ...... 195/0/0 1950/0 
| i 8 / 
| Antimony, Chinese ...........+00+ 87/0 0 87/0/0 
| s. d. s. d. 
| Wolfram, Chinese ...... per unit = ; | 0 
| Platinum, refined ......... peroz. 10/0/0 10/0/0, 
Quicksilver ..........+. per 76 lb. a: 00 $ 
GOLD, per fine ounce ............ 168 % 168 r 
| oven (per ounce)— 
5 WEIMER candecsnnsascnccsnsosescssncesccs lilllg 111 





BRITISH WHOLESALE PRICES 


Dec. 29, Jan. 2, 
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(c) Higher Pool prices in some zones. 
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1940 


Dec. 29 
1939 Jan, 2, 
MISCELLANEOUS 
CEMENT, best Eng. Portland, d/d site, London 
in paper bags 20 to ton ae ong 
4-ton loads and upwards per ton 45 0 5 . 
CHEMICALS— 
Acid, citric, per Ib., less 5% ... ‘ 22 Nom 
0 2 
go NBRrHC ccccccccccccccccccsces ~ O 2% 0 2, 
Oxalic, net ........sccceceeee ; 34 ; “ 
1 42 1 4 
seacriiat et ai . 
32/0/0 32/0/0 
PHate ......erceceee ns te 
d. 
18 0 ia ‘6 
. 29 19 6 
Nitrate of soda per ton = inp 
Potash, Chlorate, net ... per lb. 0 10 
ojo19 
» Sulphate ...... per ton{ 19/00, 19/50 
Soda Bicarb. ..... eoccece perton 11/0/0 1/08 
5 
Crystals ......scccceees vi + pertond s/10/0 soo 
Sulphate of copper ...... perton 25/0/0 25/15,0 
COPRA (per ton)— 
S.D. Straits, Cif. ceccccsessevoee 13/5/0 13/5/0 
pe coh) sd. 6d. 
z ea 0 6% 0 6; 
0 
ars ee ieee seeeeeneeeeeres si : 5 
pe, J o’burg Ord. ...........s008 O 7lg 0 71; 
Capes .......00. se - 18/20 lbs. O 91g 0 94 
Drysalted Capes ...... 30/40 lbs. O 91h 0 91, 
Best heavy ox and heifer 7 S 8, e &, 
07 07 
Best calf ....cccorssosovees “9% O Ole 0 9) 
INDIGO (per Ib.)— 
Bengal, gd. red-vio. to fine .... of : $ : : 
LEATHER lb.) — 
Sole Bends 8/12 tbe. ve* se it 
Bark-Tanned Sole .........:s00+ 3 33 
Shoulders from D.S. Hides ...4 1 2 1 2 
» Eng.or WS do.......4 4 8 3 § 
Bellies from DS do. ........+4+ a it 3 
wo  Bng.orWS dor wwwwned | 32 | 
1 8 19 
ani Gaseseconseren bees 22 2 3 
o. Eng. Calf, 20/35 Ib. perdoz.4 3 9 2 3 
SqEncL.aun epoeuers a 
Motor Spirit, England 634 1 6% 
(c) pe and sasnen } lg O 9% 
Va ing Oil O 91g 0 9) 
(OA Automotive gas oil, in bulk, - 13 
evecesese 4 4 
Fuel rr S ex instal. 
Thames— 
Furnace ........sceccccecceerece O 614 0 61; 
ee rrr 7 7 
as ton)— 
a seennsennenecsapeeeneeessin 25/0/0  25/0/0 
35/0/0 — 
RUBBER ( r lb.) s. d. d. 
smoked sheet ......... O 115, 0 1153 
Sint hos Pane Soeoeeeesses eeccecces 11 11 
CHRLAO ( cwt.)— 
py soccesosesoococe socceeee 88 O 91 0 
TALLOW cwt.)— 
London Town ......cscccssescevess 18 6 
TIMBER— 
Swedish u/s 3 x 8 25/176 
9 = aX FT  ccccee 25/2/6 
MD ccccoccce 24/2/6 
Canadian feos. md 28/10,0 
Pitchpine .........0s000. 33/6/0 anil 
Rio Deals ........0.000 : per oa. { 33110 50,0,0 
36/10/0 40/10,0 
44/5/0 44/5/0 
26/0/0  26/0/0 
22/2/6 2/2/6 
17/15/0 17/15,0 
8/7/6 (7/6 
16/2/6 16/0/0 
21/2/6 21/7/6 
s. d. 5s. da 
Turpentine (per cwt.) ........000+ 59 6 59 6 


(6) Price quoted subject to variation in accordance with any official advance or reduction in price “> by Cement Makers’ Federation 


ruling at time of delivery and all contracts and quotations subject to war clause. Quotations for standard copper 








no longer available. New price is at buyers’ premises. (e) Including import duty and delivery charges. (f) Prices for Dec. 22 
AMERICAN WHOLESALE PRICES 
j 
Passo” to40" | Disoo”  aBaD MISCELL. (per 1 S30" 14 
1 a 19 
GRAINS (per bushel)— Cents Cents | METALS Ib.)—cont. ts Cents | — means Cents = Cents 
Wheat, | Tin, N.Y. Straits, spot ...... 50:00 48:00 | Cotton, Am. Mid., Jan. .. 11-00 = 11°22 
UE coasspncccsososes 5-50 5-50 | Lard, Dee. .srrccoesees 602g 6:02 
| wapateh: ast St. —, 6-00 5-75 | a, 3 “cont. crude 
| ELL. (per Ib. . to at well, 
Coosa, Ny Acca, Jan. ...... 5-58 5:51 | ae earnaiatat ee ee 0g, rd 
ubber, eet s 8 16 
Blo, No.7 2... Bla Ste * yo cunt Mat 1914 19 
eee 2 2 ugar, oe t., 
Cotton, N. sen 1. “mid., spot 11:26 11-43 96 deg., SPOt w...eseeserseees > 2-95 2:82 











